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PREFACE 


"Economic  Development  Through  Innovation:  A Development  Plan" 
is  intended  as  a major  policy  document  that  can  provide  the  Common- 
wealth with  an  improved  management-oriented  approach  to  the  many 
public  activities  which  influence  growth  and  development  in  Pennsyl- 
vania. An  important  purpose  of  the  Plan  is  to  promote  initiatives 
Pennsylvania  state  government  can  take  in  aggressively  seizing  upon 
specific  development  opportunities  that  capitalize  on  unrealized 
potentials  in  economic,  natural  and  human  resources. 

In  the  past,  harnessing  a wide  range  of  interdependent  state 
investment  programs  has  been  difficult  because  of  fragmented  efforts 
of  agencies  in  confronting  complex  issues  and  in  attempting  to  deal 
with  multi-purpose  development  projects  in  uni-functional  rather 
than  multi-functional  terms.  The  Development  Opportunities  concept 
and  the  proposed  implementing  structure  embodied  in  this  Plan  are 
designed  to  help  overcome  these  basic  shortcomings. 

The  Plan  examines  Pennsylvania's  problems  and  potentials  in 
the  context  of  balanced  growth  for  the  State  and  the  nation.  It 
articulates  a coherent  overall  development  strategy  for  achieving 
balanced  development  through  state  actions  designed  to  stimulate 
innovation.  The  Plan  prescribes  an  institutional  mechanism  and  frame- 
wprk  using  the  Appalachian  experience  as  well  as  innovative  use  of 
the  Commonwealth  Planning-Programming-Budgeting  System  (PPBS)  to 
improve  integration  and  coordination  of  public  investment  decision- 
making. 
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At  a very  early  stage  in  the  writing  of  this  Plan  it  was  our 
intention  to  lay  out  a workable  system  that  would  have  practical 
application  across  the  broad  spectrum  of  development  programs  af- 
fecting all  of  Pennsylvania,  including  the  Appalachia  portion  of 
the  state  through  the  ARC  program.  Thus,  while  sections  of  the  Plan 
focus  on  specific  policies  for  Appalachian  development,  the  manner 
in  which  the  subject  of  development  policy  is  addressed  has  impli- 
cations that  are  of  statewide  significance. 

Chapter  I of  the  Plan  examines  the  Pennsylvania  condition  in 
the  context  of  the  larger  regional  economy  of  the  industrial  North- 
east, and  discusses  the  limitations  of  traditional  development 
theory  in  dealing  with  the  existing  condition.  It  formulates  prag- 
matic strategy  to  achieve  balanced  development  by  stimulating  in- 
novation through  concerted  state  action. 

Chapter  II  describes  how  interdependent  federal.  State  and  local 
development  actions  can  be  better  coordinated,  and  innovation  stimu- 
lated, by  refining  and  extending  the  basic  program  structure  of  the 
existing  Commonwealth  PPB  system.  The  chapter  concludes  with  the 
identification  of  a core  group  of  federal  "Areawide"  programs  that 
have  special  significance  for  development  planning  and  programming 
within  the  Comirionwealth. 

Chapter  III  looks  at  various  levers  state  government  has  for 
influencing  development  and  it  identifies  a range  of  Commonwealth 
programs  that  can  be  orchestrated  along  with  the  state-administered 
federal  programs  in  helping  identify  and  realize  newly  emerging  op- 
portunities for  innovation  and  development. 

The  subject  of  Chapter  IV  is  the  conceptualization  of  a frame- 
work for  an  ongoing,  decentralized  development  planning  and  pro- 
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gramming  process  for  the  Commonwealth  using  the  ARC  program  as  a 
base  model.  This  important  section  of  the  Plan  provides  the  rationale 
and  broad  guidelines  for  multi-county  "Areawide  Action  Programs"  pre- 
sently underway  throughout  Appalachia  Pennsylvania.  It  includes  a 
series  of  steps  and  management  objectives  that  will  ultimately  lead 
to  a fully  integrated  State-substate  process.  Chapter  V consists 
of  statements  of  policy  relating  to  the  ARC  program. and  its  various 
program  areas.  Included  are  policies  and  procedures  for  identifying 
and  implementing  specific  Development  Opportunities  throughout  the 
State . 

Chapter  VI  in  Volume  Two  of  the  Plan  analyzes, in  detail,  several 
major  development  issues  that  are  manifestations  of  serious  socio- 
economic imbalance,  and  casts  those  issues  as  issues  of  public  policy. 
Special  investment  strategies  to  guide  project  and  program  investment 
in  Appalachia  Pennsylvania  is  the  subject  of  Chapter  VII.  This  chap- 
ter covers  strategic  alternatives  in  greater  detail  than  in  other 
sections  of  the  Plan  and  provides  potential  development  project  spon- 
sors with  an  understanding  of  the  Commonwealth's  general  investment 
preferences  by  ARC  functional  program  area. 

Volume  Three  of  the  Plan  is  incorporated  only  by  way  of  refer- 
ence in  the  table  of  contents.  Volume  Three  will  be  available  in 
June  of  1978  upon  completion  of  substate  regional  Areawide  Action 
Program  (AAP)  Plan  documents.  It  will  contain  key  development  planning 
inform.ation  assembled  at  the  substate  level,  namely,  summaries  of 
Development  Opportunity  reports  and  multi-county  AAP  plans  prepared 
by  the  regional  planning  agencies. 
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The  management  concepts  presented  in  this  Plan  are  the 
culmination  of  an  eighteen-month  coordinated  effort  by  the 
Office  of  State  Planning  and  Development  undertaken  under 
the  grants  from  the  Economic  Development  Administration  and 
the  Appalachian  Regional  Commission.  We  are  indebted  to  the 
many  individuals  outside  the  Office  of  State  Planning  and 
Development  who  have  contributed  to  this  Plan  and  owe 
special  gratitude  to  members  of  the  State  Economic  Coordinating 
Task  Force  and  the  Regional  Economic  Coordinating  Task  Force 
who  were  instrumental  in  tackling  the  complexities  of 
conceptualization  even  at  a very  early  stage  in  the  work. 


NORVAL  D.  REECE 

Secretary  of  Commerce  and 
Governor ' s Alternate  to  the 
Appalachian  Regional  Commission 
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STIMULATION  OF  INNOVATION  AS  AN 


OVERALL  STRATEGY  FOR  BALANCED 


DEVELOPMENT 


PENNSYLVANIA’S  PROBLEMS  IN  THE  CONTEXT  OF 
THE  REGIONAL  ECONOMY  OF  THE  INDUSTRIAL  NORTHEAST 

Appalachian  Pennsylvania  shares  many  of  the  same  symptomatic 
problems  of  socioeconomic  decline  with  other  Appalachia  states , but 
the  underlying  causes  of  those  problems  are  substantially  different. 
This  is  priraarly  due  to  Appalachia  Pennsylvania's  inclusion  in  the 
regional  economy  of  the  industrial  Northeast, 

Appalachia  Pennsylvania  encompasses  three-quarters  of  the  State's 
land  area  and  has  a population  exceeding  six  million.  Because  of  the 
enormous  impact  Appalachia  Pennsylvania  has  on  shaping  the  develop- 
ment of  the  Commonwealth,  the  quest  for  solution  to  the  problems  of 
economic  decline  is  among  the  highest  priorities  of  the  Governor. 
Further,  Appalachia  Pennsylvania's  vitality  is  more  than  a matter  of 
local  interest  when  viewed  in  the  context  of  the  entire  Northeast 
states  region. 

As  the  Nation's  premier  point  of  entry,  the  Northeast  rose  to 
economic  dominance  because  it  was  an  international  market  center  in 
which  to  concentrate  much  of  the  country's  industrial,  commercial , and 
financial  enterprise  at  a time  when  transport  and  technology  required 
such  concentration.  But  now  the  Nation  has  entered  a new  era  of 
development  with  profound  implications  for  the  future  of  the  Northeast. 

The  relative  decline  of  the  Northeast's  share  of  national 
economic  and  population  growth  as  illustrated  by  Tables  I-l  and  1-2  , 
Figure  I-l  is  reflective  of  major  structural  and  regional  economic 
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SOURCE:  U.S.  Bureau  of  the  Census,  Current  Population  Reports. 
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Figure  I-l 

RELATIVE  STATE  ECONOMIC  GROWTH 
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shifts  in  the  U.S.  The  South  and  West  continue  to  progress  in  their 
development,  the  national  economy  continues  to  decentralize,  and 
development  is  now  more  evenly  distributed  among  the  nation's 
major  regions.  The  Northeast  has  always  been  a major  center  for 
manufacturing,  trade,  finance,  services  and  communications.  But 
now  that  role  is  diminishing,  and  the  Northeast  states  region  con- 
tinues to  lose  shares  of  the  nation's  economic  and  population  growth. 

Most  of  the  decline  of  manufacturing  in  the  Northeast  region 
can  be  attributed  to  a process  of  "equalization"  of  industrial 
development  among  regions  of  the  United  States*.  This  observation 
is  common  knowledge.  It  seems  almost  trite;  yet  its  implications 
are  profound  and  not  well  recognized.  "Equalization"  conveys  a steady 
geographical  shift  in  economic  activity  among  regions.  How  is  this 
process  to  be  explained  and  interpreted?  A basic  factor  is,  of 
course,  investment.  We  found  the  rate  of  investment  in  m.anuf acturing 
in  Pennsylvania  to  be  consistently  lower  than  in  the  nation  as  a 
whole.  If  this  differential  had  not  prevailed,  billions  of  dollars 
in  additional  investment  would  have  been  made  in  the  State's  manu- 
facturing sector  during  the  postwar  period. 

A corresponding  finding  is  the  prevalence  of  "red  lining" 
behavior  which  militates  against  reinvestment  in  urban  areas.  Red 
lining  and  the  low  investment  rate  in  manufacturing  are  two  sides  of 
the  same  coin.  They  both  reflect  patterns  of  institutional  and 
individual  economic  behavior  which  are  deeply  rooted  in  the  American 
economy  and  which  ensure  that  there  is  a steady  outflow  of  capital 
from  "old"  areas  to  "new"  areas. 

f'red,  Allan,  The  Spatial  Dynamics  of  U.S.  Urban  Industrial  Growth, 

Cambridge,  Mass.:  M.I.T.  Press,  1966. 
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The  main  point  to  consider  for  policy  making  purposes,  is  that 
there  is  a great  danger  today  of  ignoring  essential  facts  and  con- 
tinuing to  make  policy  on  the  basis  of  myths.  The  emerging  structural 
and  regional  shifts  in  the  U.S.  cannot  be  viewed  as  merely  sympto- 
matic, short-term  aberrations  of  an  otherwise  fixed  economic 
structure.  They  must  be  viewed  as  part  of  continuous  long-term 
change  in  a dynamic  process  of  development  and  growth.  For  example, 
manufacturing  has  been  declining  overall,  but  within  manufacturing, 
the  number  of  people  employed  in  intermediate  services  activities 
and  occupations  has  been  growing;  and  this  shift  is  especially 
marked  in  the  Northeast  industrial  states*.  In  other  words,  a 
significant  part  of  the  "decline"  of  manufacturing  seems  to  be  part 
and  parcel  of  structural  transformation  within  the  sector.  In 
brief,  the  emerging  structural  transformations  in  the  regional 
economy  of  the  Northeast  are  at  the  heart  of  the  relative  decline 
V,  \/j  jci  ced  in  states  and  areas  throughout  the  region,  Appalachia 
Pennsylvania  included. 

However,  there  is  nothing  inherently  good  or  bad 

about  "growth"  per  se.  Our  national  economic  system  will  always 
be  in  flux  so  long  as  it  has  vitality,  and  regional  fortunes  will 
move  up  and  down  with  those  changes.  It  may  not  matter  that  growth 
in  the  Northeast  or  the  industrial  Midwest  lags  behind  the  rest  of 
the  Nation,  so  long  as  the  economic,  social,  and  physical  well-being 
of  the  people  in  the  region  continues  to  improve.  It  is  when  such 
growth  lags  are  coupled  with  a degradation  in  the  quality  of  life  that 
we  have  a true,  as  distinguished  from  an  artificial,  problem. 

* Delahanty,  George.  Non-Production  Workers  in  Manufacturing. 

Amsterdam,  Holland:  North  Holland  Publishing  Co.,  1968. 
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How  do  we  define  the  "quality  of  life"?  Most  would  agree 

that  we  want  to  improve  well-being: 

--Economically,  through  improvements  in  employment,  income, 
and  economic  opportunity; 

--Environmentally,  through  pollution  abatement  and  protection 
of  the  natural  environment; 

— Socially, through  improved  access  for  all  citizens  to  good 
health,  education,  safety,  security;  and 

--Governmentally , through  effective  and  responsive  public 
management  and  finance. 

The  U.S.  Office  of  Management  and  Budget  through  its  attempts 

to  publish  biennial  social  indicators  on  the  nation's  progress 

attempted  to  articulate  the  quality  of  life  objectives  as: 

Good  health  and  long  life,  freedom  from  crime  and  the 
fear  of  crime,  sufficient  education  to  take  part  in  society 
and  make  the  most  of  one's  abilities,  the  ability  to  work 
at  a job  that  is  satisfying  and  rewarding,  income  sufficient 
to  cover  the  necessities  of  life  with  opportunity  for  im- 
proving one's  income,  housing  that  is  comfortable  within  a 
congenial  environment,  and  time  and  opportunity  for  discretion- 
ary activities*. 

If  these  conditions  are  met  for  persons  living  in  each  region  of  the 
country,  there  would  be  little  cause  for  concern  over  variances  in 
the  rate  and  amount  of  population  and  economic  activity  within  each 
region. 

However,  in  reality,  the  amount  and  location  of  new  growth  can 
cause  severe  socio-economic  imbalances  in  individual  sub-regions 
within  the  major  economic  regions  of  the  United  States.  Such  sub- 
regional disruption  is  rapidly  spreading  throughout  the  Northeast, 
with  extreme  concentrations  of  problems  in  the  older  urban  centers 
and  the  isolated  rural  periphery.  These  problems  are  compounded  by 


1-9 


see 


limitations  in  our  existing  systems  of  public  financ^  and  governance 
which  rely  on  new  growth  to  provide  basic  public  services  and  invest- 
ment. This  re-inforces  the  problems  of  those  sub-regional  economies 
in  transition.  Some  specific  manifestations  of  these  transitions  are:| 

• The  rural  out-migrations  of  the  past  have  nearly 
come  to  an  end.  Now  many  of  the  rural  poor  from 
the  South  and  elsewhere  reside  in  the  cities  of  the 
Northeast.  One  consequence  is  that  the  South  is  ^ 

now  able  to  move  more  auickly  toward  the  solution  of  I 

its  problems  while  metropolitan  regions  in  other 
sections  of  the  country  inherit  the  responsibility 
for  integrating  disproportionate  shares  of  the 
Nation's  poor  into  their  economies.  Yet  the  patterns 
of  metropolitan  development  which  have  evolved  in  the 
United  States  make  it  virtually  impossible  for  the 
cities  to  solve  that  problem.  The  cities  of  the 
Northeast  have  lost  much  of  their  middle  and  upper 
incom,e  populations  at  the  same  time  that  they  have 
received  the  influx  of  under-educated  migrants  who 
have  great  difficulty  adjusting  to  city  life. 

' We  have  begun  to  see  another  new  phenomemon  - the 
decline  of  population  not  just  in  the  central  cities 
and  isolated  rural  areas  of  the  Northeast,  but  declines 
in  population  of  whole  metropolitan  areas:  New  York, 
Philadelphia,  Trenton,  Paterson-Clif ton-Passaic , 

Utica-Rome,  Buffalo,  Binghampton,  and  Elmira.  These 
metropolitan  areas  are  beginning  to  feel  the  impact 
of  the  same  economic  changes  that  the  Pittsburgh 
and  Wilkes-Barre/Scranton  areas  had  felt  in  earlier 
decades;  a high  rate  of  out-migration  combined  with 
a substantial  drop  in  in-migration  and  low  rates  of 
natural  population  increase. 

Manufacturing  accounts  for  a constantly  diminishing 
share  of  total  employment.  For  cities  and  substate 
regions ’ specializing  in  manufacturing,  the  reper- 
cussions of  this  structural  shift  have  reached  near 
crisis  proportions  in  the  Northeast.  The  problem 
is  compounded  in  the  Northeast  by  the  reality  that 
historic  dominance  does  not  guarantee  that  new  plants 
in  the  traditional  industries  will  be  built  in  this 
region.  They  will  probably  be  built  in  other  parts 
of  the  country  instead.  So  stagnation  in  the  North- 
east has  set  in,  even  in  industries  that  are  expanding 
nationally.  Of  equal  significance  is  the  fact  that 
manufacturing  is  no  longer  an  urban-centered  source 
of  employment.  A substantial  percentage  of  investment 
in  new  manufacturing  facilities  is  in  rural  areas  quite 
distantly  removed  from  metropolitan  centers  and  in 
sections  of  the  country  other  than  the  Northeast. 

O'Cpnner,  James,  The  Fiscal  Crisis  of  the  State,  New  York:  St.  Martins 
1972.  
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Many  sub-regions  of  the  Northeast  have  passed  through  the 
pains  of  economic  and  social  transition  before.  In  prior  decades, 

New  England  was  forced  to  adjust  to  shifts  of  some  of  its  most 
basic  industries,  particularly  textiles,  to  the  South.  The  tran- 
sition was  painful,  but  more  or  less  successfully  accomplished. 

The  coal  regions  of  Pennsylvania,  particularly  the  anthracite  fields, 
suffered  profoundly  when  the  markets  for  hard  coal  disappeared  and 
soft  coal  mining  was  mechanized.  While  that  transition  is  far  from 
over,  the  valiant  attempts  to  replace  these  losses  with  new  indus- 
try gained  nationwide  admiration  for  the  coal  country. 

Nonetheless,  it  is  now  clear  that  public  policies  for  addressing 
development  issues  in  the  Northeastern  states  can  no  longer  be 
modeled  on  past  efforts,  which  lay  greatest  stress  on  traditional 
industrial  development  approaches.  First,  because  manufacturing 
accounts  for  a smaller  and  smaller  slice  of  the  employment  pie 
nationally,  the  traditional  industrial  development  approach  to  these 
problems  by  itself  will  simply  not  solve  the  problem  of  meeting 
absolute  job  losses  with  new  ones. 

Second,  the  conditions  of  national  economic  growth  are  likely 
to  be  quite  different  in  the  future  than  they  have  been  in  the  past. 
For  example; 

• It  is  quite  possible  that  the  nation's  economic  growth 
rates  will  approximate  the  long  terro  rates  of  growth 
of  three  or  four  percent  in  the  future  rather  than  the 
higher  six  or  seven  percent  rates  we  have  known  peri- 
odically since  World  War  II. 

There  is  some  concern  oVar  whether  we  have  sufficient 
ability  to  provide  the  financial  capital  needed  over 
the  next  decade  or  two  to  meet  all  our  private  invest- 
ment needs . 

The  energy  crunch  from  which  we  are  likely  to  suffer 
during  the  next  10  to  15  years  until  new  technological 
breakthroughs  are  achieved  in  energy  production  provide 
still  another  set  of  constraints. 
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In  light  of  all  this,  the  Northeast  may  find  it  essential 
to  place  greater  emphasis  on  the  conservation  of  financial  and  phy 
sical  capital,  of  energy  and  materials,  and  of  existing  community 
infrastructure,  while  putting  less  emphasis  on  the  construction  of 
new  facilities  and  increased  exploitation  of  resources  which  has  ^ 
been  the  traditional  prescription  for  curing  lagging  growth. 

In  short,  it  seems  clear  that  to  develop  a timely  and  effec- 
tive overall  development  strategy,  the  Commonwealth  must  seriously 
re-examine  many  fundamental  assumptions  concerning  the  processes 
of  growth  and  development. 
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THE  INADEQUACY  OF  EXISTING  THEORY  AND  PROGRAM  ACTION 


The  most  striking  feature  of  the  "conventional  wisdom"  regarding 
State  and  regional  economic  development  is  a heavy  reliance  on  a 
rather  simple-minded  version  of  economic  base  theory.*  This  tradi- 
tional export-base  logic  lays  great  stress  on  manufacturing  as  the 
growth  generating  sector  of  state  and  regional  economies.  Yet  the 
recent  tendency  in  Pennsylvania  and  the  Northeast  region  has  been 
for  service-oriented  sectors  to  expand  by  leaps  and  bounds  despite 
a steady  contraction  of  the  manufacturing  base.  The  highly  impression 
istic  generalizations  have  resulted  in  less  than  progressive  indus- 
trial development  policies  and  practices  in  Pennsylvania  and  through- 
out the  Northeast.  The  principal  aim  of  these  policies  and  practices 
is  to  promote  growth  in  manufacturing  to  the  near  exclusion  of  other 
sectors.  Consequently,  there  is  intense  competition  among  states 
and  areas  to  attract  outside  manufacturing  firms  through  soecial 
tax  incentives  and  through  the  inducements  of  loan  offerings  at  arti- 
ficially low  interest  rates. 

Unfortunately,  this  simplistic  approach  to  growth  dynamics  does 

not  help  in  addressing  the  development  problems  in  the  post- industrial 

economy  of  the  Northeast  region.  The  single  biggest  q.iestion  is  the 

role  of  the  state  in  attacking  head-on,  and  with  more  innovative 

public  policy  instruments,  those  critical  issues  that  will  shape 

development  in  Pennsylvania  over  the  next  quarter  century: 

How  to  minimize  the  disruptive  forces  of  major  economic 
shifts,  especially  those  resulting  from  a shift  toward  a 
service-oriented  economy? 


*see  Bearse,  Peter  J. , "Government  as  Innovator:  A New  Paradigm  For 
State  Economic  Development  Policy",  The  New  England  Journal  of 
Business  and  Economics,  Vol.  2,  No.  2,  Spring  1976,  pp . 37-57. 
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How  to  compensate  for  the  pressures  of  foreign  imports 
on  such  key  industries  as  basic  steel  production  and  the 
needle  trades? 

How  to  offset  serious  negative  impacts  of  EPA  reau- 
lations,  taking  into  consideration  both  sides  of  the 
economic-environmental  equation?  i 

How  to  permanently  reduce  unemployment  and  underemployment,  ! 

particularly  among  youth  and  racial  minorities? 

How  to  finance  coal  research  and  development  needed  to 
meet  rising  national  energy  demands? 

How  to  reduce  technological  lag  in  those  industries  that 
have  potential  for  growth  and  development? 

How  to  minimize  job  losses  and  other  dislocations  resulting 
from  declining  industries  that  have  little  chance  of  ever 
becoming  competitive  with  their  national  counterparts? 

How  to  stimulate  capital  formation  needed  for  modernization 
of  Pennsylvania's  industrial  plant  and  its  related  infra- 
structure? 

How  to  reduce  costs  and  improve  services  in  such  vital 
areas  as  health  care,  housing,  and  mass  transportation 
where  breakdowns  in  the  market  mechanism  have  resulted  in 
gross  economic  inef f iciences? 

How  to  bring  back  vitality  to  the  central  cities,  while 
at  the  same  time  stimulating  new  growth  and  development 
in  the  small  rural  economies? 

Even  with  the  greatest  attention  focused  on  the  role  of  the 
State,  most  of  these  concerns  are  also  clearly  national  in  scope  and  i 
are  susceptible  to  local  treatment  as  well.  What  follows  is  an 
overall  strategy  and  framework  within  which  such  policies  can  be 
formulated.  The  policies  in  Chapter  V of  this  Appalachian  Develop- 
ment Plan  are  components  of  the  overall  strategy  and  they  shift  back 
and  forth  among  several  of  the  critical  issues  identified  above. 

Other  issues  are  not  analytically  emphasized  either  because  they  are 
only  minimally  impacted  by  the  Commonwealth's  Implementing  Investment 
Program,  or  because  they  are  too  complicated  to  fully  specify. 
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The  Inadequacy  of  the  Traditional  Development  Program  Focus  for 
Policy  Formulation 

Economic  base  theory  has  been  generally  used  to  justify  four 
mainstays  of  existing  state  and  regional  economic  policies  and  develop- 
ment programs: 

The  promotion  of  manufacturing  industry  to  the  near  exclusion  of 
industries  in  other  economic  sectors. 

• Assistance  provided  to  large,  established  firms  and  industries . 

' Strong  reliance  on  programs  which  assist  the  financial  side  of 
new  development  projects . 

Emphasis  on  the  influencing  of  industrial  location  decisions  through 
tax  incentives  or  other  subsidies . 

The  remainder  of  this  section  focuses  on  the  major  deficiencies 
in  each  of  these  widely-accepted  policy  positions. 

The  Promotion  of  Manufacturing  Industry  to  the  Near  Exclusion  of  Industries 
in  Other  Economic  Sectors.  The  rationale  for  concentrating  on  promotion 
of  manufacturing  industry  is  provided  by  a variant  of  economic  base 
theory,  the  "basic-services"  multiplier.  While  this  has  had  some 
useful  applications  in  assessing  the  impact  of  specific  projects,  it 
has  limited  usefulness  in  the  formulation  of  economic  policy.  The 
traditional  grouping  of  industries  into  either  "basic"  or  "services" 
industry  can  be  highly  misleading.  Yet  this  basic-services  dichotomy 
continues  to  be  relied  upon  for  major  policy  deliberations.  The 
questionable  nature  of  this  dichotomy  has  been  illustrated  by  several 
recent  studies*.  Briefly,  this  work  has  produced  at  least  five 
important  findings: 

' The  services  economy  is  extremely  heterogeneous  but  can  usefully  be 
grouped  into  industries  which  provide  intermediate  services  as  dis- 
tinct from  those  oriented  to  final  demand; 

The  services  sector  can  also,  like  manufacturing , be  classified  into 
export-oriented  and  residentiary  portions ; 


*See  Bearse,  Peter.  The,  Spatial  Organization  and  Diffusion  of  Economic 
Activities,  New  York:  New  School  for  Social  Research,  Graduate  Faci- 
lity, 1975. 

Also:  Bergsman,  Joel,  et  al.  "The  Agglomeration  Process  in  Urban  Growth 
Urban  Studies  (October,  1972),  263. 
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The  portion  of  the  services  sector  which  is  not  the  dynamic , growing 
part  of  the  services  economy  is  the  personal  or  non  intermediate  portion 

The  intermediate  and  export-oriented  service  industries  form  a gen- 
uine "industrial  complex"  with  significant  linkages  leading  to  dynamic 
agglomerations  of  services  activity ; 

Intermediate  services  activities  supply  significant  inputs  not  only  to 
manufacturing  but  to  education  and  government. 

Manufacturing  is  still  the  single,  most  important  sector  of 
the  economy  in  Pennsylvania  and  in  other  Northeastern  states,  and 
will  continue  to  be  for  a long  time  to  come.  But  now  there  are  majoi 
structural  and  regional  shifts  which  are  creating  new  opportunities 
in  other  sectors.  Pennsylvania  should  intensify  efforts  to  capi- 
talize on  the  development  potential  that  these  opportunities  represei 
particularly  with  respect  to  emerging  opportunities  in  intermediate 
services . 

Assistance  Provided  to  Large,  Established  Firms  and  Industries , and  a Stronc 
Reliance  on  Programs  which  Assist  the  Financial  Side  of  New  Development  Projects. 
The  second  mainstay  of  traditional  state  economic  policy,  ie.,  empha 
on  assisting  large  established  firms  and  industries  would  seem  un- 
questionable. The  larger,  older  or  more  well  established  the  firm, 
the  higher  the  probability  that  a significant  portion  of  its  output 
is  exported  to  national  or  international  markets.  Yet  this  obvious 
fact  says  nothing  about  the  overall  context  of  development,  wherein 
lies  the  potential  for  future  exports,  new  markets  and  rapid  growth. 

Likewise,  heavy  reliance  on  state  programs  to  assist  the  f inane 
side  of  development  has  been  questioned.  State  development  finance 
authorities  which  mainly  rely  on  revenue  bonds  tend  to  assist  the 
more  credit-worthy  firms,  which  are  usually  the  larger  and  more  es- 
tablished firms.  There  is  a serious  question  whether  state  subsidiz 
industrial  loans  are  inducing  development  that  would  not  otherwise 
have  occurred.  Also,  this  policy  presents  the  state  with  an  ongoing 
question  of  "geographic  equity"  in  the  distribution  of  such  funds  to 
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relatively  prosperous  areas  that  can  attract  private  investment 
without  the  need  for  state  subsidized  industrial  loans. 

Emphasis  on  Influencing  Industrial  Location  Decisions  through  Tax  Incen- 
tives and  Other  Subsidies.  The  fourth  mainstay  of  state  policy  is  the 
attempt  to  "attract  industry",  usually  via  tax  incentives  or  other 
financial  inducements.  This  is  fundamentally  a policy  of  trying 
to  steal  firms  from  other  states,  in  contrast  to  a policy  which 
would  attempt  to  preserve  and  upgrade  what  exists.  Industry  attracted 
from  out-of-state  presumably  has  already  developed  out-of-state 
markets  and  thus  clearly  adds  to  the  economic  base.  Other  motiva- 
tions may  also  be  important.  Such  industry  is  less  likely  to  provide 
competition  for  industries  already  established  in  state  markets,  in 
contrast  to  an  "endogenous"  policy  which  selectively  assists  in-state 
firms  or  tries  to  foster  new  businesses.  These  points,  however, 
are  a matter  of  surmise.  More  important  is  the  point  that  in 
the  Northeast  region,  policies  to  attract  industry  may  be  counter- 
productive "begger  thy  neighbor"  policies.* 

Current  policies  assume  that  businessmen's  decisions  to  move 
or  not  to  move  can  be  substantially  influenced  by  small  subsidies 
affecting  the  cost  of  investment.  This  is  a policy  version  of 
another  shopworn  economic  model:  continuous  adjustment  in  response 
to  marginal  costs  or  marginal  revenues.  Empirical  studies  of  migra- 
tion processes,  however,  suggest  an  entirely  different  framework. 
Decisions  can  be  arrayed  in  a hierarchy,  from  minor  allocation 
decisions  of  the  type  described  by  textbook  economic  theory  to  all 
or  nothing  decisions  like  the  decision  to  move  or  build  a plant. 

*What  is  the  probability  that  a policy  focused  on  the  relocation  of 
firms  can  yield  significant  benefits?  Recent  analyses  of  Dunn  and 
Bradstreet  files  done  at  the  Joint  Center  for  Urban  Studies  indicate 
that  the  portion  of  states'  employment  growth  (or  decline)  due  to 
firm  falocation  is  extremely  small. 
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Marginal  adjustments  in  the  cost  of  debt  finance  or  in  certain  tax 
rates  do  not  stand  a chance  of  affecting  a major  decision  unless  a 
firm  is  at  or  near  a threshold;  and  even  then  several  other  factors 
are  also  operative. 

It  is  very  unlikely  that  more  than  a very  few  firms'  major  in- 
vestment decisions  would  be  influenced  by  the  availability  of  sub- 
sidized loans.  This  may  lessen  the  impact  of  public  expenditures 
by  diverting  funds  from  other  important  programs  capable  of  producing 
greater  benefits. 

In  addition  to  reliance  on  these  tenets  of  conventional  wisdom 
based  on  what  may  be  an  inadequate  theory  for  states  with  mature  eco- 
nomies, other  impediments  to  the  creation  of  an  effective  ±.ate  eco- 
nomic program  lie  in  the  institutional  fabric  of  government  and  in 
popular  perceptions. 

Lack  of  coordination,  excessive  red  tape,  "reinvention  of  the 
wheel",  accumulation  of  stacks  of  unimplemented  reports  and  studies, 
tardy  response  to  belatedly  understood  trends,  lack  of  program  evalu- 
ation and  other  deficiencies  have  become  the  knowledge  of  experience, 
if  not  statistical  analysis. 

A related  symptom  is  the  "crisis-response"  syndrome.  One  of 
the  characteristic  symptoms  of  failure  in  government  is  its  tendency 
not  to  consider  a problem  adequately  until  it  has  assumed  crisis  pro- 
portions, then  respond  to  the  crisis  on  an  ad  hoc  basis.  Separate 
crises  are  dealt  with  individually  and  responses  are  developed  as 
independent,  additive  actions. 


*See  for  example:  Leo  H.  Klassen,  Methods  of  Selecting  Industries  for 
Depressed  Areas:  An  Introduction  to  Feasibility  Studies;  Organization 
for  Economic  Cooperation  and  Development. 
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In  summation,  a critical  obstacle  to  effective  action  may  be 
weaknesses  in  our  existing  development  policy  perspective.  A major 
challenge  is  first  to  develop  a more  accurate  and  realistic  perspec- 
tive of  where  we  stand  and  of  what  is  now  possible  through  State 
policy  and  program  action. 


Toward  an  Alternative  Development  Policy  Perspective 

In  searching  for  alternative  or  supplementary  tenets  for  future 
policy  deliberations,  the  Commonwealth  has  made  some  significant 
discoveries . 

The  results  of  recent  policy  research  and  Commonwealth  study 

are  beginning  to  coalesce  into  a new  concept  of  development  processes 

which  is  very  different  from  the  conventional  approach.  This  new 

perspective  is  roughly  delineated  by  the  following  range  of  postulates 

Development  is  an  irreversible  process  that  occurs  in  stages; 

The  energising  forces  of  development  are  innovation  and  a 
demand  for  new  resources; 

The  timing  and  location  of  development  follows  a diffusion 
mechanism; 

The  diffusion  process  is  contingent  on  several  structural 
features  of  the  economy,  including: 

• The  spread  of  urbanization  and  its  correlates; 

Institutions  and  channels  of  communication.  Tae 
degree  of  openness,  fluidity  or  mobility  in  the 
society; 

The  rate  and  stage  of  growth  of  the  local  economy; 

Distance  from  the  industrial  "heartland"  or  center 
where  innovations  originate; 

* The  ease  of  entry  of  new  firms  or  new  activities 
into  an  area. 

Development  is  a process  of  social  learning  aid  mobilization 
of  previously  untapped  human  resources; 

Development  is  not  merely  (and  sometimes  not  even)  a process 
of  increasing  export  dependence;  it  is  also  a process  of 
increasing  integration  and  diversification  of  the  economy; 


* See  Bearse,  Peter,  ibid. 
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The  processes  of  diffusion  and  development  also  involve  the 
creation  of  markets  where  none  existed  before; 

Development  can  also  be  characterized  by  a progressive  reduc 
tion  of  uncertainty  in  the  economic  environment  and  the  artj 
culation  of  increasingly  sophisticated  systems  of  informatic 
and  control; 


1 
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It  is  generally  acknowledged  that  development  is  an  irreversible, 

stagewise  nrocess.  Because  develonment  oroceeds  graduallv  and  systemati 

c^llv  over  , , . . 

time  and  space,  it  is  no  surprise  to  find  areas  and  regions  at  var- 
ious stages  along  a development  scale.  Thus,  many  states  in  the 
South,  Southwest  and  West  entered  their  rapid  development  phase  af- 
ter manufacturing  had  ceased  to  be  the  leading  sector  in  U.G.  economic 
development . * 

The  startling  fact  is  not  that  these  states  have  "attracted" 
such  a large  number  of  manufacturing  jobs.  The  latter  process  may 
be  explained  as  a process  of  older,  routinized  industrial  activities 
diffusing  from  the  industrial  heartland  and  the  spread  of  population 
and  markets;  i.e.,  a process  of  equalization  of  development  among 
regions.  What  is  startling  is  the  extent  to  which  states  in  other 
regions  have  captured  shares  of  the  newer,  more  innovative  activi- 
ties. This  is  a matter  of  great  concern  to  the  Commonwealth  and 
other  states  in  the  Northeast,  because  if  their  economies  lose  their 
comparative  economic  advantage  in  these,  then  the  prospects  for 
stagnation  and  decline  will  be  very  great. 

This  development-diffusion  process  has  basic  implications  for 
state  development  policy  in  Pennsylvania  and  the  Northeast.  First 
of  all,  it  suggests  a general  tendency  for  private  investment  to  flow 
to  states  and  regions  other  than  Pennsylvania  which,  from  a national 
standpoint,  is  a desir^able  and  equitable  process. 

Secondly,  the  diffusion  framework  puts  into  perspective  the 
superficial  claims  that  the  antibusiness  climate,  the  high  cost  of 
doing  business  and  over-regulation  , especially  environmental, 
cause  a decline  in  Pennsylvania's  manufacturing  sector.  The  basic 


thfNeS  York  me?rono?ff  " "tudy  of 

rne  New  Yorx  metropolitan  region;  namely.  New  York  Citv  as  a seed- 

eco„o^ir:etivTt?:s"L"o''"  "spinning  older,  more^o^tL^^ld 

economic  activities  to  Orner  parts  of  the  region  and  nation. 

Vernon,  Raymond,  Metropolis  1985.  New  York:  Doubleday  and  Co.,  1960 
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point  is  that  the  diffusion  of  industry  is  conditioned  by  an  even  ! 
more  fundamental  diffusion  process,  that  is,  the  spread  of  urbani- 
zation (i.e.,  the  panoply  of  institutions  and  behavior  associated 
with  urban  life  such  as  interest  groups,  unionization,  social  wel- 
fare programs  and  higher  expectations  regarding  the  quality  of 
life'M’t 

Older  industrial  states  such  as  Pennsylvania  have  to  recognize 
that  comparative  economic  advantage  is  a dynamic,  not  a static  con- 
cept. It  matters  little  whether  Pennsylvania  is  in  the  middle  of 
a vast  market.  If  that  market  is  stagnant,  or  if  Pennsylvania  firms 
are  not  able  to  capitalize  on  changes  in  that  market,  or  if  the 
"leading  edge"  of  the  market  is  elsewhere,  then  the  state's  economy 
may  well  be  at  a disadvantage. 

Another  point  is  that  development  planning  for  Pennsylvania  is 
much  more  than  making  a balance  sheet  of  pluses  and  minuses,  that  is, 
of  stating  that  our  state  has  certain  advantages  while  other  states 
do  not.^  The  system  is  multi-faceted  and  dynamic.  Development  plan- 
ners are  constantly  challenged  with  changing  development  potentials 
and  opportunities  in  the  state  and  regional  economies  due  to  changes 
in  the  U.S.  and  international  economies. 

Thus,  the  state,  through  its  economic  development  efforts,  has 
to  act  aggressively  in  the  role  of  innovator  and  entrepreneur  in  or- 
der to  identify  and  realize  newly  emerging  development  opportunities. 


*Berry,  Brian  J.L.  "Hierarchical  Diffusion:  The  Basis  of  Developmen 
Filtering  and  Spread  in  a System  of  Growth  Centers,  Growth  Centers 
in  Regional  Economic  Growth,  Edited  by  N.M.  Hansen,  New  York:  The 
Free  Press,  1972. 

*♦  In  much  of  the  literature  on  diffusion  of  innovations,  "Innovator" 
and  "Entrepreneur"  are  used  interchangeably  since  a new  product 
or  idea  cannot  be  considered  an  "innovation"  unless  its  potential 

market  is  exploited. 
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Some  latent  potentials  which  have  arisen  from  the  transforma- 
tion of  the  U.S.  economy  during  the  postwar  period  may  have  signi- 
ficant implications  for  Commonwealth  programs  and  policies  as  they 
may  relate  to  newly  emerging  opportunities; 

* The  creation  of  underemployed  and  misallocated  resources 
in  central  cities  - vacant  buildings,  vacant  land,  unem- 
ployed people  and  misallocated  savings.  This  is  a classic 
"backwash"  effect  of  development. 

An  increase  in  scientific  and  technical  progress  with 
(perhaps)  an  inadequate  - diffusion  of  innovations  or  in- 
sufficiently rapid  transformation  of  these  into  new  mar- 
kets, products  and  industries. 

The  rise  of  expectations  concerning  the  quality  of  life 
and  concommitant  increases  in  the  demand  for  human  and 
recreational  services  and  individual  fulfillment. 

A deepening  and  widening  of  the  nation's  capital  stock, 
both  physical  and  human;  enlargement  of  national  and 
international  markets. 

The  rise  of  complex  bureaucratic  organizations  and 
specialized  intermediate  services  to  provide  functions 
of  administration,  decisions,  control,  information  and 
risk-management  in  increasingly  complex  economic  envir- 
onments. 

* The  enormous  expansion  of  the  public  sector. 

* Heightened  perception  of  the  "external  costs"  (pollution, 
etc)  of  private  enterprise  and  economic  development. 
Recently,  as  public  authorities  have  tried  to  deal  with 
many  of  the  above  problem  areas,  a heightened  perception 
of  costs  of  government  regulation  has  also  occur  i^ed. 

* Demand  for  equalj.ty  and  opportunity  on  the  part  of  women 
and  minorities  and  a willingness  to  experiment  with  new 
organizational  forms. 
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Second,  Pennsylvania  should  try  to  achieve  better  knowledge 
of  how  its  various  budgets,  programs,  laws,  and  regulations  affect 
state  and  local  economies.  For  example,  major  programs  and  new 
legislation  or  program  proposals  must  be  scrutinized  carefully  with 
regard  to  its  potential  impact  on  jobs,  investment,  competition, 
incomes  and  local  economics. 

The  matter  of  government  regulations  at  state  and  sub-state 

levels  is  becoming  increasingly  important  in  economic  impact  analysis 

for  federal  programs.  Generally,  at  these  levels,  regulations  are 

enacted  one  on  top  of  the  other,  without  ample  consideration  of  their 

interrelation,  costs,  or  impact  on  economic  decisions  or  efficiency. 

"It  is  a mistake  to  simply  attribute  the  problem  to ’hare- 
brained liberal  legislators'  or  'environmental  types  who 
give  more  weight  to  ducks  than  jobs'.  When  it  suits  their 
interest,  conservative  legislators  will  also  lean  toward 
heavy  handed  regulatory  solutions  to  certain  problems."* 

Of  critical  importance  today  are  the  fundamental  and  specific 
questions  with  regard  to  the  purpose  and  design  of  regulatory  programs. 

The  third  reason  for  reforming  government  operations  might  be 
..abelled  "symbolic".  Pennsylvania  should  strive  to  project  a better 
self-image  to  the  business  community,  the  public  and  itself.  The 
images  of  government  that  were  itemized  earlier  make  it  difficult 
for  Pennsylvania  to  design  and  implement  a comprehensive  economic 
development  program.  This  can  also  have  a direct  effect  on  develop- 
ment. Private  sector  behavior  is  very  sensitive  to  uncertainty. 

A Comraonwealth  survey  of  business  leaders  found  that  the  lack  of  a 
consistent  business  policy  at  the  state  level  with  regard  to  things 
which  affect  investment  is  a cause  of  business  leaders'  concern. 


* Bearse,  op.  cit.,  p.  49 
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Fourth,  Pennsylvania  should  try  to  develoo  better  tools  for 
management  of  public  resources,  to  maximize  the  impact  of  government 
expenditures  and  programs  on  the  States  potential  for  economic 
development.  One  significant  effort  to  this  end  has  been  the  develop- 
ment of  the  State  Planning  Programming  Budgeting  System  (PPBS)  over 
the  past  eight  years.  Yet,  the  full  potential  of  the  tool  has  not 
yet  been  approached. 


Use  of  the  Commonwealth  Government  as  an  Integrative  Mechanism  for 

Economic  Development 


The  problem  of  economic  integration  in  the  dynamics  of  the  devel- 
opment process  has  received  a great  deal  of  attention  at  the  inter- 
national level  but  almost  none  at  the  state  and  substate  levels.  As 
earlier  discussed,  the  "disequilibrium  dynamic"  nature  of  our  economic 
system  creates  "gaps"  in  the  structure  of  state  and  local  economies. 
These  may  be  gaps  in  the  labor  force  structure  (say,  impediments  to 
mobility) , gaps  in  spatial  organizations  (like  decaying  central  cit- 
ies) , or  gaps  in  the  input-output,  financial,  or  marketing  structure. 
One  of  the  best  ways  in  which  state  government  can  affect  economic 


development  is  to  recognize  these  gaps  and  find  ways  to  bridge  them. 


thereby  facilitating  better  economic  integration  overall.  There  are 


several  questions  which  the  Commonwealth  should  ask  in  assessing  the 
need  for  integrative  strategies,  for  example,  with  respect  to: 


The  input ~ output ^ or  marketing  structure:  Are  in-state  business 
firms  purchasing  goods  or  services  from  out-of-state 
firms  which  could  be  supplied  by  in-state  firms?  Are 
there  gaps  in  the  supply  of  intermediate  goods  or  ser- 
vices so  that,  e.g.,  firms  have  to  "import"  specialized 
services  from  New  York?  ^ 


rmi'ket:  Is  there  a chronic  gap 

^ seekers?  is  there  a "dual" 

prevents  low  skilled,  low  wage  em- 
P yees  from  moving  up  the  occupational  ladder? 
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• Finanaial-  structure: 

Is  the  state  an  exporter  of  capital  while  many  types 
of  state  businesses  find  it  difficult  to  obtain  capital 
at  reasonable  cost?  How  well  does  the  venture  capital 
industry  work  to  finance  new  enterprise  within  the 
state? 


a( 


, bi 


Another  gap  the  state  can  help  bridge  is  the  gap  between  an  | 
innovation  and  its  commercial  exploitation.  It  is  generally  ack- 
nowledged that  overcoming  the  hurdle  between  a good  idea  and  its  com- 
mercial application  is  the  biggest  hurdle  in  the  process  called  "tech- 
nical progress".  This  giant  hurdle  involves  many  little  hurdles  such 
as:  bringing  new  ideas  into  the  light  of  day  (say,  to  the  attention 

of  marketing  people  or  commercial  developers) , arranging  venture  capi- 
tal financing,  and  introducing  new  products  or  services  to  potential 
markets . 

Pennsylvania  has  taken  a step  in  this  direction  by  creating  the 

I 

Pennsylvania  Science  and  Engineering  Foundation.  Many  other  states  hav 
made  similar  efforts:  Massachusetts  supports  the  Massachusetts  Science 
and  Technology  Foundation,  a quasi-independent  entity;  Ohio  has  founded 
■-he  Governor's  Business  and  Employment  Council;  a Product  Development 
Corporation  has  been  established  in  Connecticut  which  improves  the  1 

venture  capital  market  in  its  state  by  making  state  loans  available  to 
promote  the  development  of  new  products,  in  exchange  for  sales  royal- 
ties; the  Kansas  Development  Corporation  is  a privately  funded  public 
purpose  financial  intermediary,  purchasing  the  guarantee  portion  of 
loans  for  resale  to  state  pension  funds,  thereby  allowing  the  expan- 
sion of  small  businesses;  Vermont  and  Maine  have  instituted  Municipal 
Bond  Banks  which  pool  municipal  bond  floats  and  consolidate  small  issues 
into  moral  obligation  bonds  of  the  state.  Small  communities  can  thus 
afford  needed  infrastructure  investment,  since  interest  rates  and  trans- 
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action  costs  are  reduced.  Illinois  has  instituted  a "linked  deposit 
plan",  depositing  or  making  available  state  revenues  as  rewards  to 
banks  which  invest  in  housing  for  the  elderly  and  minority  businesses 
(two  areas  which  need  intervention  from  outside  the  free  market 
economy);  North  Dakota  has  a "Central  Bank",  adding  liquidity  to 
banks  during  tight  money  periods. 

Massachusetts  has  begun  to  develop  many  of  these  specific  mec- 
anisms  needed  to  improve  its  business  climate.  In  particular,  Massa- 
chusetts is  proposing  a Municipal  Wholesale  Electric  Company  with  the 
ability  to  issue  tax-exempt  revenue  bonds  and  thereby  finance  its  own 
generating  facilities.  This  introduces  a greater  element  of  compe- 
tition into  the  electric  utility  industry,  and  allows  local  units  of 
government  to  better  deal  with  future  energy  crises  without  disrupting 
local  diversification  and  development  schemes. 

Such  state-originated  investment  formation  mechanisms  are  not 
an  end  in  themselves,  but  should  eventually  become  part  of  regional 
and  national  institutions.  The  National  Office  of  Management  and  Bud- 
get, in  its  1976  Growth  and  Development  Report,  recommends  two  ways 
of  accomplishing  this.  First,  development  finance  agencies  should  be 
transformed  from  government  bureaus  into  autonomous  financial  inter- 
mediaries. They  recommend  that  a Federal  Development  Finance  Trust 
Fund  be  formed  from  the  EDA,  SBA,  and  FMHA  loan  and  loan  guarantee  pro- 
grams. Secondly,  the  linkages  of  local,  state,  regional  and  federal 
agencies  should  be  tightened  through  the  creation  of  a hierarchial  de- 
velopment finance  system.  A regional  and  central  development  bank 
system  might  then  be  constituted  to  finance  development  loans. 

Since  Pennsylvania  is  likely  to  be  an  exporter  of  technical  inno- 
vations forming  the  basis  of  new,  technologically  sophisticated  industry, 
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a most  urgent  question  for  Pennsylvania  is,  "What  will  be  the  're- 
placement' industries  10,  20  or  30  years  hence?"  The  basic  idea  is 
to  view  the  economy  as  a dynamic  network  and  ask  the  question,  "Where 
in  the  network  is  there  something  missing  which,  with  some  encourage- 
ment by  state  government,  can  provide  a focus  for  development?" 

In  brief,  the  Commonwealth  can  help  improve  economic  integration 
as  a part  of  an  overall  strategv  to  foster  innovation.  The  Common- 
wealth can  identify  maior  gaps  which  inhibit  economic  integration 
and  take  remedial  action.  This  also  implies  the  need  for  new  or 
improved  institutional  mechanisms  to  ensure  goo d communication . That 
is,  information  and  ideas  must  be  able  to  flow  readily  between:  busi- 
ness and  government;  the  executive  and  legislative  branches;  staff 
planners  and  line  personnel;  the  public  and  private  sectors;  among 
government  agencies  doing  related  work;  and  among  the  various  levels 
of  government. 

The  Commonwealth's  role  in  the  federal-state-local  information 

process  can  be  of  vital  importance  in  policy  analysis  and  in  helping 

to  better  integrate  economic  development  planning  and  programming 
Of  special 

activities.  ,,  importance  is  the  provision  of  data  and  key  indica- 
tors to  policy  makers.  Better  factual  information  combined  with 
sound  judg  ment  enable  planners  and  program  administrators  to  work 
in  support  of  innovative  methods,  thereby  eliminating  critical 

gaps  which  impede  economic  integration. 


* see:  Vietorisz,  T.,  and  Bearse,  P. , et  al.  The  Design  and  Evalu 
ation  c^_Alternative  Patterns  of  New  Town  DeVeloprfterit  fdfthe 
Statre  of  New  Yofki  Report  of  th^  New  Commun i t le s~Pro  j'eCf,  CTTban 
Development  Corporation,  Center  for  Urban  Development  Research, 
Cornell  University,  1971. 


A development  strategy  can  be  analyzed  in  terms  of  quan- 


tified indicators  or  data  distributions  which  can  be  influenced  by 
public  policy.  Analysts  have  extensively  studied  such  distributions 
as  incomes,  firm  sizes,  educational  attainments  and  city  sizes.  In 
the  case  of  resource  and  development  planning,  a Pennsylvania  data 
system  would  help  provide  data  and  analysis  concerning  such  distri- 
butions that  are  of  major  policy  significance.  Development  strategies 
should  be  focused  on  the  extremes  of  certain  distributions  to  identify 
serious  problem  conditions  or  unique  potentials  for  development. 
Programs  which  promote  technical  progress,  for  example,  would  work 
at  both  the  upper  and  lower  ends  of  firm  sizes,  with  big  firms 
generating  innovations  and  new,  smaller  firms  (perhaps  established 
by  "breakawavs"  from  big  firms)  implementing  them.  Programs  to 
deal  with  the  problems  of  old  central  cities  also  work  at  distribu- 
tional extremes;  these  programs  deal  with  the  upper  end  of  the  city 
size  distribution  and  the  lower  ends  of  the  city  income  distribution. 
The  most  pressing  problems,  though,  have  to  do  with  the  lower  ends 
of  distributions  — poverty  incomes,  low  skills  and  educational 
attainments,  marginal  firms  with  old  capital  stock,  and  ghetto  neigh- 
borhoods. 

The  extremes  of  certain  data  distributions  can  thereby  be 
used  to  represent  critical  gaps  or  imbalances  in  the  economic  struc- 
ture of  a state.  If  these  disparities  are  allowed  to  persist,  the 
integration  of  the  state  as  a political  community  and,  hence,  the 
ability  of  authorities  at  any  level  to  promote  economic  development, 
will  be  seriously  jeopardized. 

Finally,  a related  way  to  improve  Pennsylvania  economic  inte- 
gration may  be  by  liberalizing  the  government's  attitude  toward  risk. 
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By  assuining  a conservative  posture  toward  risk,  - state  agencies  may 
avoid  potentially  embarrassing  losses  or  failures,  but  they  also 
avoid  the  prospect  of  large  economic  gains.  Pennsylvania  must 
assume  greater  "front  end"  risks  in  order  to  break  away  from  the 
characteristic  of  stagnation  and  decline. 

Risk  can  also  be  dealt  with  through  nonfinancial  programs. 

Risk  and  uncertainty,  like  incomes,  skills,  etc.,  are  distributed 
quite  unequally  among  firms  and  people.  Pennsylvania,  for  example, 
could  have  a well-designed  program  to  help  lower  the  mortality  rate 
of  new,  small  firms.  This  would  require  a comprehensive  program  of 
technical  and  managerial  assistance  for  small  business.  Programs 
are  also  needed  to  improve  the  prospects  of  people  "at  risk",  e.g., 
the  unskilled  prone  to  frequent  and  protracted  unemployment  are  often 
those  caught  in  the  unstable  economies  of  the  ghetto  or  secondary 
labor  market. 

Developing  New  Commonwealth  Initiatives  in  Multi-State  Partnerships 

The  economies  of  the  Northeastern  states  now  share  with  many  of 
Pennsylvania's  sister  Appalachian  states  serious  economic  difficulties 
as  evidenced  by  declining  industries,  loss  of  jobs,  high  unemployment 
rates,  migration  of  capital,  lack  of  energy  supplies,  distressed  rural 
areas,  and  urban  poverty. 

A view  generally  held  is  that  the  intense  competition  among  north- 
eastern states  for  new  economic  activity  merely  compounds  existing 
problems.  In  what  often  seems  like  a "zero-sum"  game,  for  every  winnei 


*The  attitudes  are  often  identical  since  many  government  programs  operal 
through  the  banking  community. 
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there  are  several  losers  and  little  if  any  net  benefit  accrues  to 
the  Northeast  region  as  a wholet  The  challenge  to  an  aggressive 
Pennsylvania  development  strategy  is  to  relate  the  Appalachian  pro- 
gram and  the  EDA  program  as  well  as  other  major  programs  to  the  shared 
economic  development  problems  of  the  Northeast  states.  The  Commonwealth 
clearly  intends  to  meet  this  challenge. 

In  recognition  of  the  need  for  an  overall  multi-state  regional 
development  strategy,  the  Commonwealth  has  been  instrumental  in  the 
formation  of  a new  regional  coalition  (CONEG)  to  address  mutual  con- 
cerns of  the  northeast  states,  and  is  an  applicant  state  of  a mid- 
Atlantic  Title  V Commission.  Through  these  and  other  regional  part- 
nerships, including  the  already  successful  Appalachian  Regional  Com- 
mission effort,  the  Commonwealth  will  continue  to  work  closely  with 
other  states  in  accomplishing  common  development  goals  and  objec- 
tives . 

Posturing  of  the  Commonwealth  Government  as  a Buffer  Against  Reper- 
cussionsof  National  Business  Cycles 

Business  cycles  contribute  to  economic  uncertainty  and  a waste 
of  resources,  which  are  inimical  to  economic  development  over  the  long 
run.  A major  concern  is  the  state's  ability  to  adjust  more  quickly 
and  more  easily  to  the  repercussions  of  large  fluctuations  in  national 
and  local  business  cycles.  A counter-cyclical  fiscal  policy  could 
help  stabilize  income  and  employment  statewide. 

If  the  Commonwealth  is  to  play  a positive  counter-cyclical  role 
in  helping  to  avoid  the  excesses  of  inflation  and  recession,  then  the 
state  budgetary  process  can  reflect  this  role.  To  the  degree  that 
there  is  flexibility  in  state  taxation  and  spending  through  fiscal 

*Falk,  L. , "Industrial  Inducements:  An  Analysis  of  the  Effect  of  the 
Pennsylvania  Loan  Program  on  New  Jersey,"  7th  Annual  Report  of. the 
New  Jersey  Economic  Policy  Council  and  Office  of  Economic  Policy,  1974. 


policy,  tax  rates  and  expenditure  levels  can  be  tied  to  an  economic 
stabilization  policy  that  is  consistent  with  a national  policy.  For 
example,  in  relating  to  a set  of  counter-cyclical  policies,  a case 
for  postponement  of  some  state-financed  construction  activity  could 
be  made  when  there  is  a high  unemployment  and  reduced  growth  in  state 
aggregate  income. 

A second  counter-cyclical  measure  would  be  a public  employment 
policy  that  has  the  objective  of  helping  to  correct  private  sector 
imbalances  in  the  supply  and  demand  for  labor  within  the  Commonwealth. 
When  there  is  widespread  cyclical  unemployment,  this  should  signal 
the  need  for  increasing  the  rate  of  new  public  employment  hirings  in 
state  government,  with  job  preference  given  to  those  workers  having 
the  least  marketable  skills.  When  tight  labor  market  conditions  arise 
in  the  private  economy,  the  rate  of  new  public  employee  hirings  would 
be  reduced  in  accordance  with  policy  guidelines.  Such  Commonwealth 
poi.icy  would  offset  the  natural  tendency  to  furlough  state  workers  dur- 
in':T  prolonged  periods  of  economic  contraction,  and  to  fill  new  posi- 
tions during  periods  of  economic  expansion. 

Refining  the  Use  of  Commonwealth  Administration  to  Manage  and  Coord- 

inate Public  Programs 

It  is  in  this  area,  especially  in  the  short-term,  that  the  state 
may  have  the  most  influence  and  control.  The  public  sector  finds  it 
necessary  to  provide  incentives  to  the  private  sector  to  induce  it 
to  do  what  it  otherwise  would  not,  because  the  activity  in  question  is 
too  risky,  not  profitable  enough,  etc.  There  are  two  key  questions 
that  need  to  be  confronted  in  the  design  of  incentive  strategies: 

* What  are  the  ohjeotives  to  he  achieved? 

• How  can  they  he  achieved  with  the  least  outlay  of  ’public  funds? 
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The  second  question  is  actually  very  complex  and  relates  to 
the  fundamental  design  of  incentive  schemes.  One  of  the  major  dif- 
ficulties in  answering  this  question  relates  to  executive  problems 
with  existing  legislation.  There  are  practically  no  performance 
criteria/  either  internal  (built  into  the  legislation)  or  external 
(through  program  evaluation).  As  a result,  there  is  reason  to  doubt 
whether  current  incentive  programs  are  really  "cost-effective". 

As  discussed  elsewhere  in  this  chapter,  one  can  question  the  effi- 
cacy of  tax  incentive  schemes  entirely,  but  as  long  as  they  are  to 
be  legislated,  some  threshhold  should  be  incorporated.  Perhaps  only 
those  firms  which  invest  above  a certain  rate  should  receive  the 
credits.  Legislation  mandating  such  programs  should  then  also  re- 
quire a careful  evaluation  of  their  performance  after  the  first  two 
or  three  years  of  their  existence. 

However,  the  answer  to  the  first  question  is  the  more  important 
(ie.  what  are  the  objectives  to  be  achieved?).  It  is  commonly  ac- 
cepted that  alternative  public  actions  should  be  carefully  studied 
in  terms  of  their  impact  on  development  objectives.  There  is  much 
rhetoric  about  this  vital  component  of  the  development  planning 
process.  But  in  reality,  project  or  program  implementation  rarely 
relates  potential  impacts  to  objectives  in  a meaningful  way.  Frag- 
mented program  development  and  administration  often  compounds  the 
problem. 

One  fundamental  weakness  is  the  lack  of  common  objective  state- 
ments which  link  actions  to  programs  administered  at  various  levels 
of  government.  There  is  also  the  lack  of  common  standards  or  measure 
of  needs  or  potentials.  Without  a common  framework  of  objectives 
and  measures,  it  is  difficult,  if  not  impossible,  to  evaluate  the 
effectiveness  of  closely  related  program  or  project  actions. 
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Attempts  at  establishing  meaningful  "target"  objectives  speci- 
fying quantity,  quality  and  time  frame  of  "outputs"  are  relegated 
to  classroom  exercises.  Program  or  project  evaluation  becomes  a 
nightmare.  This  lack  of  what  amounts  to  a "common  language"  to 
express  the  impact  of  alternative  actions  is  fundamental  concern  of| 
the  Commonwealth.  Chapter  II  of  this  plan  discusses  in  detail  howi 
the  Commonwealth  is  attempting  to  utilize  the  PPBS  program  structur<| 
to  deal  with  this  basic  problem  in  development  planning. 

Another  fundamental  problem  which  obscures  focus  on  objectives! 
is  our  traditionally  narrow-mainded,  uni-f unctional  perception  of  i 
impacts  in  general. 

For  example,  the  objectives  of  most  traditional  public  incen- 
tive programs  often  express  impact  in  terms  of  reducing  some  "cost",^ 
such  as  interest  or  taxes  faced  by  an  industry  in  an  area.  From 
a public  perspective,  the  "costs" implicit  in  such  incentive  programs 
go  beyond  the  businessman's  definitiorf.  Businessmen  claim,  often  jus-’ 
t:-fiably,  that  government  operations  (red  tape,  nuisance  taxes,  etc. 
ourden  their  enterprises  with  unnecessary  costs.  The  other  side  of  i 
the  coin  is  also  true,  perhaps  more  so.  The  private  sector  tends  to; 
throw  off  its  "external  costs"  onto  the  public  fisc.  These  costs  ^ 
fall  mostly  in  the  category  of  enviornmental  degradation,  where  the  ; 
relevant  environment  may  be  natural  (polluted  waterways)  or  man-made 
(abandoned  neighborhoods).  If  incentives  are  to  be  used  at  all,  they; 
should  be  applied  selectively  after  careful  consideration  of  economi’ 
as  well  as  non-economic  costs. 


Cost.  , 1971  toiicy,  Environmental  Protection  at 
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Many  economists  view  the  above  as  a pricing  problem.  Given  present 
evidence,  many  public  goods  such  as  air,  water,  or  stable  neighborhoods 
are  probably  undervalued  by  the  market  system. 

Such  schemes  as  the  recently  enacted  fund  for  reclamation  created 
by  a small  fee  on  strip-mine  tonnage*  places  increased  responsibili- 
ty on  private  firms  to  help  protect  the  environment.  These  schemes  are 
emerging  as  a necessary  component  of  a state  economic  development  pro- 
gram in  a market  economy.  The  alternatives  are  burgeoning  bureaucracy 
or  public  enterprise. 

Incentive  strategies  can  help  achieve  public  development  objec- 
tives directly  through  private  enterprise.  Their  relevance  for  eco- 
nomic development  is  not  limited  to  the  usual  tax  incentives  or  indus- 
trial inducements.  For  example,  the  State  has  been  working  with  one 
of  the  regional  Local  Developmient  Districts  in  determining  the  feasi- 
bility of  a Regional  Resource  Recovery  and  Recycling  Park.  This  poten- 
tial "Development  Opportunity"  consists  of  a series  of  projects  which 
would  convert  otherwise  unmarketable  strip-mined  land  owned  by  a local 
Industry  pevelopment  Authority  into  a unique  kind  of  industrial  park 
to  serve  recycling  industries. 

If  properly  designed  and  implemented,  this  planned  activity  can 
provide  an  incentive  to  help  achieve  more  than  one  national.  State  or 
local  objective:  less  disposal  into  landfills,  more  recycling  acti- 
vity and  a more  rapid  and  rational  development  of  the  solid  waste  in- 
dustry. There  is  evidence  indicating  the  existence  of  significant, 
potential  unexploited  economies  of  scale  in  the  industry.  In  addition, 
a recycling  park  at  this  particular  location  would  have  the  added 
environmental  benefits  of  recovering  strip-mined  land  and  facilitating 
location  or  re-location  of  environmentally  sensitive  industry  to  more 
environmentally  suitable  sites. 

* see  "Surface  Mine  Reclamation  Act  of  1977" 
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This  is  but  one  example  of  development  potential  in  the  area 


some  authors  have  labeled  "public  markets"*.  These  are  new  markets 
which  have  arisen  via  the  dynamic  described  earlier;  the  creation 
of  gaps,  interstices  and  spillovers  in  a dynamic  national  and  state 
economy.  Strategic  use  of  incentives  can  help  these  markets  arise 
and  evolve  in  ways  that  are  conducive  to  state  economic  development. 

In  conclusion,  a major  purpose  of  this  Development  Plan  is  to 
establish  a decentralized  framework  for  common  goal  and  objective 
attainment  through  improved  coordination  of  State,  local  and 
federal  planning  processes  and  implementation  programs  using  the 
Appalachian  experience  as  a unifying  model. 


* Quinn,  J. B. , 
Improvement , " 


"Public  Markets:  Growth  Opportunities  and  Environmental 
Technology  Review,  (June,  1974),  30. 
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arc's  Areawide  Action  Program  (AAP)  provides  substate  regional 
agencies  (Local  Development  Districts)  with  a rationale  and  mechanism 
for  coordinating  various  federal  programs  covering  a wide  range  of 
projects  logically  requiring  a multi-functional,  multi-year  funding 
approach.  The  AAP  system  encourages  improved  effectiveness  and  effi- 
ciency in  the  delivery  of  services  by  delegating  to  Local  Development 
Districts  increased  responsibilities  for  coordinating  program  planning 
and  administration. 

The  Commonwealth  is  emphasizing  the  concept  of  "Development 
Opportunities"  (see  Chapter  IV)  to  further  focus  public  economic 
development  program  management  and  coordination  efforts  at  both  the 
State  and  substate  levels  on  the  central  link  between  planning  and 
programming  actions.  A basic  assumption  is  that  specific  suggestions 
for  improving  ongoing  management  processes  will  readily  emerge  by 
closely  examining  how  specific  opportunities  for  development  can  be 
realized  "kty  accomplishing  a series  of  related  (project)  investments, 
policy  decisions  or  other  actions  designed  to  capitalize  on  emerging 
development  potentials  thereby  alleviating  a serious  socio-economic 
problem  within  the  State." 

This  is  perhaps  one  of  the  most  concrete  ways  that  the  Commonweal 
can  help  to  stimulate  innovation  and  simultaneously  increase  short- 
term as  well  as  long-term  socio-economic  benefits.  The  Commonwealth's 
past  experience  in  coordinated  interagency  planning,  through  a well- 
developed  structure  of  public  and  private  sub-state  agencies,  provides 
the  essential  management  resources  necessary  to  implement  the  Develop- 
ment Opportunities  concept.  Little  new  investment  in  institutional 
structure  is  needed.  Rather  a major  effort  to  help  identify  and 
realize  new  opportunities  for  development  can  be  pursued  using  existir' 
programs  and  resources  coordinated  through  the  State's  Appalachian 

development  planning  process. 
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Although  short-term  efforts  will  be  concentrated  on  State  and 
federal  programs  that  are  most  directly  related  to  the  ARC  Areawide 
Action  Program  and  the  EDA  Program,  the  Commonwealth  is  actively 
exploring  the  possibility  of  developing  a coordinative  mechanism* 
to  cover  a full  range  of  federal  "Areawide"  and  planning  programs 
shown  in  table  1-3. 


* Federally  Assisted  Areawide  Planning:  Need  to  Simplify  Policies 
and  Practices,  Office  of  Management  and  Budget  and  other  federal 
agencies,  Washington,  D.C.,  March  28,  1977. 
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TABLE  : FEDERAL  "AREAWIDE"  AND  MAJOR 
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-OF  PRIf-lARY  CONCERN  FOR  ARC  AREAWIDE  ACTION  PROGRAMS 
-Major  planning  Assistance  Program 


Types  of  Assistance  - D = direct  loan 
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STIMULATING  INNOVATION  THROUGH  PUBLIC  PROGRAM 


MANAGEMENT : 


EFFECTII^  PUBLIC  ACTION  THROUGH 


COMMON  GOALS  AND  OBJECTIVES* 


a 


r:  .M\ 


All  State-administered  Federal  programs,  including  the  Appala- 
chian Program,  are  governed  by  the  broad  goals,  objectives  and  poli- 
cies expressed  in  the  Commonwealth  Planning,  Programming,  Budgeting 
System  (PPBS)  document,  i.e.^  the  Governor's  Executive  Budget.  The 
Appalachian  Program  also  relates  to  and  incorporates  many  of  the 
policies  established  in  the  State  approved  functional  plans.  Special 
policy  statements  for  the  Appalachian  Program  are  formulated  only 
when  the  aforementioned  policy  documents  are  inadequate  or  require 
refinement  because  of  the  unique  needs  of  the  Appalachian  portion 
of  the  Commonwealth.  Pennsylvania's  decentralized  development  plan- 
ning structure  places  considerable  emphasis  on  the  capabilities  of 
the  Local  Development  Districts.  Thus,  it  is  important  to  note  that 
the  State  Appalachian  Development  Plan  complements  individual  regiona 
plan  doctiments  which  articulate  special  substate  regional  goals, 
objectives,  strategies  and  policies. 

THE  STATE  PLANNING,  PROGRAMMING,  BUDGETING  SYSTEM  AS  AN  OVERALL  TOOL 
FOR  DEVELOPMENT  PLANNING. 

If  ever  there  was  a management  technique  doomed  to  an  early 
death  due  to  rhetorical  overkill,  PPBS  would  be  a likely  candidate. 

In  recent  years,  there  has  been  an  overwhelming  volume  of  books, 
reports,  articles  and  speeches  which  have  cited  the  deficiencies  in 
PPBS  as  an  effective,  efficient  management  tool.  Yet,  while  the 
list  of  criticisms  is  long,  the  list  of  alternatives  is  virtually 
nonexistent.  One  key  benefit  of  the  system  has  scarcely  been  recog- 

* All  Pennsylvania  Local  Development  Districts  (LDD's)  have  at  some 
time  applied  to  be  Economic  Development  Districts  (EDO's)  under 
the  EDA  Program.  Thus,  all  Districts  have  completed  regional 
plans  in  the  form  of  Overall  Economic  Development  Programs  (OEDP's) 
required  by  EDA. 


Il-l 


nized,  namely  that  the  basic  "program  structure"  of  the  Commonwealth  , 
PPBS  System  can  itself  provide  a valuable,  innovative  tool  for  im- 
proving development  planning  and  resource  management  within  the  State 

A fundamental  problem  besetting  public  budgeting  in  general 
and  development  planning  in  particular  has  been  how  to  deal  with 
questions  of  value  and  questions  of  fact  in  an  unambiguous  way,  so 
that  decisions  have  some  probability  of  accomplishing  the  purpose 
of  government.  The  value  questions  are  dealt  with  in  word  symbols 
and  make  up  a large  portion  of  our  political  vocabulary.  In  our 
society,  there  is  a broad  consensus  between  policymakers  and  the 
public  at  large  on  certain  fundamental  values  such  as  providing  pro- 
tection for  persons  and  property  and  providing  for  the  public 
health  and  welfare.  But  moving  from  such  value  generalizations  to 
maintaining  an  acceptable  level  of  law  enforcement  as  represented 
by  low  crime  rates  and  a desireable  level  of  health  as  represented 
by  low  infant  mortality  rates,  is  to  move  from  a value  generalizatioi 
to  a factual  condition. 

In  an  oversimplified  form,  the  basic  problem  of  governance  is 
one  of  selecting  means  --  matter  of  facts,  for  accomplishing  ends  -- 
matters  of  value.  Of  course,  this  is  an  oversimplification.  Depend- 
ing upon  our  knowledge  of  a particular  area,  alternative  available 
means  have  differing  probabilities  of  accomplishing  the  end.  Furthei 
more,  certain  means  (alternatives)  are  automatically  ruled  out, 
since  they  violate  values  of  personal  freedom  or  other  values  of 
democratic  society. 

Ultimately,  the  political  process  is  the  means  employed  to 
resolve  value  issues  in  our  society.  But  the  more  information  that 
is  made  available  to  the  participants  in  a given  political  system 
concerning  the  relationship  of  means  to  ends,  the  greater  is  the 


II-2 


capacity  of  that  political  system  to  make  policy  decisions  based 
upon  facts  rather  than  upon  uninformed  opinions.  The  great  advantage 
a science-oriented  society  has  is  the  capacity  to  make  factually- 
based  decisions  in  accomplishing  its  values.  Yet  public  budgeting 
and  investment  processes  rarely  relate  expenditures,  which  are 
indeed  facts,  either  prospectively  or  retrospectively,  to  desired 
accomplishments  which  are  questions  of  value. 

Importantly,  general  public  budgets  and  special  "development 
plans"  can  both  be  viewed  as  conceptual  frameworks  in  an  ongoing 
experiment  for  identifying  means  which  are  simultaneously  acceptable 
in  terms  of  political  values  and  public  purposes. 

But  if  public  budgets  or  development  plans  are  to  function  in 
this  way,  data  must  be  organized  in  such  a fashion  that  it  is  possible 
to  determine  whether  the  results  hypothesized  in  programmed  expendi- 
tures do  in  fact  occur.  For  example,  a budget  request  can  be  con- 
sidered a hypothesis  on  the  part  of  an  agency.  The  agency  hypothesizes 
that  if  appropriate  actions  are  taken  and  if  resources  are  allocated 
for  specified  activities,  predictable  results  will  occur.  The  extent 
to  which  the  executive  and  legislature  agree  with  these  hypotheses  is 
ostensibly  reflected  in  the  executive  budget  and  in  appropriations. 

What  data  are  employed  and  how  they  are  assembled  condition  both  the 
quantity  and  quality  of  the  information  upon  which  decisions  are 
based . 

When  the  Commonwealth  of  Pennsylvania  launched  its  project 
to  implement  PPBS,  the  concept  of  "program"  and  "program  structure" 
was  based  on  the  general  model  employed  by  the  U.S.  Department  of 
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Defense  system.  The  state  of  the  art  as  of  1968  was  probably  best 
expressed  in  the  U.S.  Bureau  of  the  Budget  Bulletin  No.  68-9  which 
defined  program  structure  as  follows: 

"The  program  structure  should  group  agency  activities  in  a 
way  that  facilitates  comparisons  of  the  cost  and  effectiveness 
of  alternative  approaches  to  agency  objectives.  To 
serve  this  purpose,  program  classifications  should  be 
objective-oriented,  grouping  activities  with  common 
objectives  or  common  outputs...". 

In  general,  what  is  needed  for  effective  planning,  programming 
and  budgeting  of  public  activities  is  a public  decision  structure 
which  provides  the  opportunity  to  analyze  possible  consequences 
of  public  action  and  to  determine  the  probability  of  accomplishing 
desired  results.  A formal  structure  is  needed  to  provide  a logical 
framework  so  that  activities  of  different  public  and  private 
organizational  units  designed  to  accomplish  similar  results  can  be 
viewed  for  decision  purposes,  within  the  appropriate  public  "program" 
context . 

To  the  extent  that  it  represents  resources  to  be  expended 
over  a finite  time  frame,  a government's  budget  is  a quantitative 
expression  of  policy  decisions  made  by  a politically  responsible 
executive  and  by  the  legislature.  In  making  their  decisions,  both 
the  executive  and  legislative  branches  infer  that  the  variables 
to  which  they  respond  (different  sums  of  dollars  for  different 
activities)  have  some  causal  relationship  to  what  will  happen 
in  the  real  world  to  accomplish  the  values  of  the  policy  makers  — 
less  unemployment,  better  health,  etc.  If  there  is  no  causal 
relationship  between  the  dollars  expended,  or  if  the  relationship 
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is  so  weak  as  to  be  almost  random,  then  much  of  the  policy  debate  over 
how  much  is  to  be  allocated  for  different  activities  may  be  an 

empty  exercise.  If  this  is  the  case,  the  fault  does  not  lie  with 

% 

the  political  process,  which  merely  provides  the  ground  rules  and 
arena  for  resolving  value  conflicts.  Rather,  the  fault  lies 
in  the  failure  to  provide,  through  the  budget  or  through  coherent 
plans,  an  explicit  statement  of  relationship  between  public 
activities  and  real  world  problem  conditions.  To  express  it 
differently,  a public  policymaker  deals  with  the  numbers  repre- 
sented by  public  dollar  expenditures  as  if  he  were  dealing  with 
the  real  world,  but  if  the  numbers  --  dollar  expenditures  --  are 
not  linked  to  sets  of  activities  that  have  a real  world  impact, 
then  it  is  impossible  for  the  values  of  the  policymaker  to  be 
effectively  translated  into  purposeful  actions. 

In  brief,  if  PPBS  "program"  structure  is  to  provide  the  linkage 
between  what  goes  on  within  government  and  what  happens  in  the 
external  world  and  at  the  same  time  reflect  the  values  of  govern- 
ment, it  is  necessary  to  be  very  explicit  about  three  distinctly 
different  concepts;  (1)  those  things  government  aspires  to,  that 
is  VALUES  and  OBJECTIVES;  (2)  IMPACTS--or  those  events  occurring 
in  the  real  world  as  the  result  of  government  activity;  and  (3) 

OUTPUT  units  of  governmental  activities  which  are  intended  to  bring 
about  the  desired  events  in  the  external  world. 
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OVERALL  COMMONWEALTH  GOALS  AND  OBJECTIVES  RELATED  TO  STATE 
ECONOMIC  DEVELOPMENT  PLANNING 

GOALS  represent  the  major  values  of  a governmental  system. 
OBJECTIVES,  on  the  other  hand,  are  ideally  expressed  quantitatively 
in  terms  of  units  of  desired  impact  to  be  achieved  within  a given 
tim.eframe  employing  available  resources.  To  illustrate,  a goal 
would  be  to  "maintain  a system  of  health  care  that  will  minimize 
preventable  deaths,"  while  an  objective  would  be  to  "reduce  infant 
mortality  to  a specific  rate."  The  goal  of  good  health  would 
likely  remain  constant  over  time,  whereas  the  objective,  a specific 
optimum  rate,  would  vary  over  time  with  changes  in  scientific 
knowledge  and  technology  and  with  changes  in  the  social  and  economic 
systems.  Goals  are  thus  expressed  in  words  while  objectives  are 
expressed  in  numbers.  The  numbers  employed  to  measure  objectives 
are  those  quantifiable  impacts  of  organized  governmental  effort 
upon  individuals,  the  environment  (both  natural  and  man-made)  and 
upon  other  institutions  --  public,  private  and  voluntary. 

The  major  substantive  goals  of  the  Commonwealth  of  Pennsylvania 
are  classified  into  eight  Commonwealth  Programs  as  follows: 

I Direction  and  Support  Services  — 

To  provide  an  effective  administrative  system  through  which 
the  major  substantive  goal  of  the  Commonwealth  can  be  achieved 
II  Protection  of  Persons  and  Property  — - 

To  provide  an  environment  and  social  system  in  which 
the  lives  of  individuals  and  the  property  of  individuals 
and  organizations  are  protected  from  natural  and  man-made 
disasters,  and  from  illegal  and  unfair  action. 
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Ill  Health/  Physical  and  Mental  Well  Being  -- 

To  provide  an  environment  in  which  hazards  to  physical 
and  mental  health  are  minimized;  to  provide  means  for 
the  prevention  of  physical  and  mental  disabilities;  and 
to  support  a system  of  health  care  which  will  assure  the 
availability  of  health  services  to  those  in  need  of  them 
IV  Intellectual  Development  and  Education  -- 

To  provide  a system  of  learning  experiences  and  oppor- 
tunities that  will  permit  each  individual  to  achieve  his 
maximum  potential  intellectual  development. 

V  Social  Development  -- 

To  provide  a system  of  services  for  reinforcing  the 
capacity  of  individuals,  children  and  families  for 
effective  adjustment  to  society  and  for  minimizing 
socially  aberrant  behavior. 

VI  Economic  Development  and  Income  Maintenance  -- 

To  provide  a system  in  which  the  employment  oppor- 
tunities of  individuals , the  economic  growth  and 
development  of  the  Commonwealth  will  be  m.aximized, 
including  optimum  use  of  natural  resources  to  support 
economic  development. 

VII  Transportation  and  Communication  -- 

To  provide  a system  for  the  fast,  efficient  and  safe 
movement  of  individuals , cargo  and  information  within 
the  Commonwealth  which  is  interfaced  with  a national- 
international  system  of  transportation  and  communication 
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VIII  Recreation  and  Cultural  Enrichment  — 

To  provide  a system  of  services  and  support  functions  to 
make  available  opportunities  for  individual  and  group 
recreation  and  cultural  growth,  including  the  use  of 
natural  resources  to  support  a recreational  system. 

The  first  step  in  developing  program  structure  for 
budgeting  or  planning  purpose  requires  that  the  total  activities 
of  each  State  agency  be  classified  in  terms  of  broad  PROGRAM 
CATEGORIES.  The  program  category  represents  the  major 
component  of  impact-oriented  missions  within  each  Commonwealth 
Program.  Thus  the  program  category,  from  the  perspective  of 
a given  Commonwealth  agency,  represents  the  major  subset  of 
Commonwealth  goals  carried  out  by  that  particular  agency. 

At  the  program  category  level,  goals  are  more  specific;  that  is, 
they  have  a more  precise  substantive  orientation  than  those 
employed  in  the  Commonwealth  programs.  The  program  category, 
therefore,  serves  as  a transition  level  for  moving  from  more 
generalized  values  to  the  more  specific  substantive  values  guiding 
State  agency  programmatic  actions.  Since  these  are  still  goal 
statements,  they  are  timeless  and  expressed  in  words  rather  than 
numbers . An  example  of  a program  category  goal  under  the 
Commonwealth  program  — Health-Physical  and  Mental  Well-Being  -- 
would  be  "maintaining  a physical  environment  with  minimum  health 
hazards . " 

Under  the  Commonwealth  system,  the  PROGRAM  SUB-CATEGORY  becomes 
the  critical  point  of  conversion  from  values^  that  is^  words  to 
facts,  as  represented  by  numbers.  The  program  subcategory  represents 
major  substantive  "activity"  clusters  which  are  directly  aimed  at 
accomplishing  specific  quantifiable  impacts  upon  individuals. 
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communities,  and/or  the  general  environment.  Program  im^pacts  can 
be  related  to  either  public  budgets  or  development  plans  and  are 
the  products  of  the  outputs  of  both  government  programi  activities 
and  private  sector  activities.  For  example,  a Commonwealth  program 
subcategory  objective  statement  "controlling  air  pollutants  so  as 
to  reduce  the  incidents  of  physical  pathology  and  property  damage 
resulting  from  air  pollution  "could  be  stated  in  quantitative  tenris 
by  employing  air  environment  standards  and  identifying  a target  for 
achievement  consisting  of  a specified  level  of  control.  The  impact 
indicators  would  be  the  measurable  level  of  air  pollution  and  the 
incidence  of  pathology  and  property  damage  attributable  to  pollutants 
influenced  by  both  public  and  private  action. 

It  is  important  to  underscore  that  program  logic  requires 
that  objectives  be  expressed  in  terms  of  effects  upon  individuals, 
institutions  and  the  environment,  not  in  terms  of  how  much  work  is 
being  performed.  The  measure  of  objective  achievement,  therefore, 
is  in  terms  of  what  an  organization  accomplishes  in  the  world 
external  to  it  rather  than  in  terms  of  the  level  of  its  own 
activities . 

Ultimately,  the  PPB3  program  subcategories  are  further  broken 
down  into  basic  modules  of  activities  (presently  called  PROGRAM 
ELEMENTS)  which  produce  a specific  state  agency  output. 

The  overall  categorization  logic  of  the  Commonwealth  PPBS 
structure  is  summarized  in  Figure  n-i*  A sample  of  the  program 
structure  (i.e.  program  category-subcategory-element)  for  a 
specific  Commonwealth  PROGRAM  is  given  in  Figure  ii-2.  To 
facilitate  computer  processing,  all  items  in  the  program  structure 
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Figure  I i-2Sr.niple  Program  Structure 

COMMONWEALTH  PROGRAM  II 
PROTECTION  OE  PERSONS  AND  PROPERTY 


ii-ll 


Supervision  for  Social  aiul  1 


are  categorized  in  a numerical  hierarchy.  For  example,  the 
subcategory  "Re-integration  of  Offenders"  is  represented  in  the 
Commonwealth  Program  Plan  (CPP)  by  a six  digit  number  020304. 

The  first  two  digits  (02)  indicate  the  program  — "Protection  of 
Persons  and  Property",  the  next  two  digits  (03)  indicate  the 
category  — "Control  and  Reduction  of  Crime" , and  the  final  two  digits 
(04)  complete  the  classification  by  subcategory,  i.e.  "Reintegration 
of  Offenders."  Figure  ii-3  illustrates  a printout  of  annual  Common- 
wealth appropriations  tied  to  this  subcategory  and  objective. 

To  those  familiar  with  the  PPBS  literature  it  will  be  clear 
that,  while  employing  the  standard  terminology  of  program  category- 
subcategory-element,  the  logic  employed  in  the  Commonwealth's 
system  is  more  explicit  than  most  systems.  Under  the  Commonwealth's 
system; 

• Programs  and  categories=words=goals=values 

• Subcategories=numbers=impacts=objectives=f acts 

• Elements=numbers=outputs  contributing  to  impacts 

A basic  assumption  of  the  Commonwealth  system  is  that  the  political 
decision  process  will  focus  upon  the  program  category  and  the  sub- 
category levels.  Goals,  as  represented  at  the  program  category 
level,  will  be  of  interest  to  governors  and  legislators,  but  of 
even  greater  interest  will  be  the  need  for  action  expressed  in 
terms  of  TARGETED  IMPACTS  and  the  extent  to  which  the  expenditures 
of  governmental  resources  may  help  achieve  those  targets.  What 
both  governors  and  legislators  need  to  know  for  their  decision 
making  is  not  how  much  activity  is  going  on  within  the  government, 
but  what  the  impact  of  that  activity  is  upon  individuals,  communities. 
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and  the  general  environment.  With  information  available  concerning 
potential  impact  of  public  action,  the  political  process  is  better 
equipped  to  make  resource  allocation  decisions,  that  is  budget 
decisions,  which  are  related  to  the  accomplishment  of  desired  values. 
At  the  State  agency  program  (federal  and  State  programs)  management 
level,  the  decision  process  can  now  focus  upon  a search  for  those 
program  elements  and  combinations  of  elements  capable  of  producing 
the  desired  impacts  in  the  most  effective  and  efficient  manner. 

In  this  context,  all  related  economic  development  planning 
and  programming  activities  of  the  Commonwealth  can  be  broken  down 
and  viewed  as  a distinct  and  logically  coherent  overall  program 
to  improve  both  the  socio-economic  well-being  of  its  citizens  and 
the  physical  and  fiscal  well-being  of  its  communities.  The  para- 
meters of  this  implicit  overall  economic  development  program  can 
be  roughly  delineated  by  a range  of  PPBS  program  SUBCATEGORIES  and 
corresponding  objective  statements.  The  PPBS  objective  statements 
which  relate  to  Commonwealth  economic  development  programming 
are  listed  in  Table  II-l. 

Thus  specific  State-influenced  actions  (i.e.,  either  through 
direct  investment  or  through  indirect  incentives  and  controls) 
represented  by  the  funding  of  substate  development  projects  and 
programs  can  be  directly  related  to  a set  of  common  goals  and 
objectives  through  the  standardized  PPBS  framework. 

The  ESTIMATED  IMPACT  of  projects  or  programs  is  a kej^ 
decision  variable  that  can  be  used  in  integrating  program  admin- 
istration at  the  federal.  State,  and  local  levels  into  the  Common- 
wealth budget-making  process.  Therefore,  a linkage  between  federal. 
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TABLE  II- ILISTING  OF  OO'-'J^ONWEALTH  OBJECTIVES 
RELATED  TO  ECONOMIC  DEVELOPMENT  PLANNING 
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state  and  local  government  budgets,  programs  and  projects,  is 
theoretically  possible  by  relating  them  to  the  Commonwealth  Program 
subcategories  and  objective  statements  articulated  in  the  Common- 
wealth PPBS  structure  and  Governor's  Executive  Budget. 

To  the  extent  that  public  policies  and  programs  are  based 
upon  factual  information  concerning  causal  relationships  between 
what  government  does  in  the  way  of  quantified  outputs  and  what 
ultimate  effect  or  impacts  these  outputs  have  upon  client  groups 
and  target  areas,  the  selection  of  appropriate  public  action  can 
be  more  rational  and  less  a matter  of  doctrine,  tradition,  or 
expediency.  Importantly,  by  relating  public  programs  actions  to 
specific  Commonwealth  program  objectives,  the  PPBS  program  structure 
can  facilitate  analysis  of  benefits  and  costs  related  to  alterna- 
tive mixes  of  public  policies,  programs,  projects  and  actions  at 
all  levels  of  government. 

In  Pennsylvania,  PPBS  influences  the  outcome  of  the  annual 
Commonwealth  budget  and  contributes  much  to  the  preparation  of 
the  COMMONWEALTH  PROGRAM  PLAN  (CPP) . The  Commonwealth  Program 
Plan  is  the  basic  component  of  the  Executive  Budget  document  which 
identifies  and  incorporates  key  decision  variables  related  to 
each  PPBS  Program  Category.  Variables  in  the  CPP  include  current 
and  projected  impacts,  outputs,  costs,  and  manpower  requirements 
directly  related  to  each  Program  Subcategory  in  the  Commonwealth 
budget.  The  CPP  time  frame  encompasses  the  past  year,  the  current 
year,  the  budget  year,  and  four  future  years. 

The  Commonwealth  Program  Plan  is  an  aggregation  of  systematic 
input  from  Commonwealth  line  agencies,  submitted  on  an  annual 
basis,  in  the  form  of  Agency  Program  Plans  (APP's) . The  CPP 
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expresses  all  current  Program  decisions  and  provides  the  baseline 
for  future  State  government  decisions  regarding  Commonwealth 
expenditures  and  State  program  policies. 

In  summation,  although  there  are  imperfections  in  the  PPBS 
structure,  it  is  viewed  as  a valuable  mechanism  for  more  effective] 
integrating  the  Appalachian  program  and  other  federally-assisted 
"areawide  development"  (1.6.  substate  regional)  programs  into  the 
Commonwealth  resource  allocation  and  decision-making  process. 
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Figure  1 1- 4 DECISION  CYCLE-PPB 
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RELATING  COMMONWEALTH  OBJECTIVES  TO  MEASURES  OF  PUBLIC  INVESTMENT 
IMPACT 

A future  year  perspective  into  annual  ConunonweAlth  budget 
decisions  is  necessary  to  assure  that  the  PPBS  decision  process 
will  be  dynamic.  The  administrative  procedures  which  have  been 
developed  are  based  upon  a two-element  planning  concept.  The 
first  element  is  essentially  factual  and  objective  and  consists 
of  forecasting  change  in  key  economic  and  social  variables  for  a 
future  time  for  a given  set  of  assumptions.  The  forecasts  vary 
in  relation  to  the  assumptions  employed  such  as  birth  rates,  the 
impact  of  technological  change  and  so  forth.  The  second  element 

is  more  subjective  and  consists  of  projecting  the  policy-maker  | 

i 

perspective  of  the  desired  condition  in  some  future  year  as  com- 
pared to  a forecast  based  on  a continuation  of  the  existing 
condition . 

In  our  system  of  government,  values  flow  from  the  political 
processes  and  are  expressed  by  legislators,  elected  and  appointed 
officials,  interest  groups,  and  political  parties.  Value  judgement: 
that  evolve  from  the  political  process  are  frequently  articulated 
in  terms  of  estimates  of  change  that  professional  planners  provide. 
The  planning  process  is  of  growing  importance  to  sound  government 
decision  making. 

No  organization,  public  or  private,  can  function  without 
successful  anticipation  of  the  future.  In  the  extreme,  organiza- 
tions can  simply  accept  that  tomorrow  will  come  and  we  will  get 
through  tomorrow  the  same  way  we  got  through  today.  Most  government! 
agencies  have  a fairly  well-institutionalized  short-term  planning 
process  built  around  strategies  for  renewing  organizational 
resources  annually  through  the  budget  process.  An 
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immediate  problem  has  been  to  institutionalize  long-range  planning 
as  an  integral  part  of  the  annual  State  program  decision  flow  and 
to  assure  that  the  planning  is  research-oriented  in  order  to  obtain 
ultimately,  the  best  possible  factual  basis  for  the  forecasting 
of  possible  long-term  futures. 

The  institutional  responsibility  for  providing  this  planning 
dimension  in  the  Commonwealth  is  concentrated  in  three  State 
organizations.  Within  the  Governor's  Office,  work  is  divided 
between  the  Office  of  the  Budget  (Bureau  of  Planning  and  Evaluation) 
and  the  Office  of  State  Planning  and  Development.  In  addition, 
the  State  Planning  Board  has  a role  through  its  futures  planning 
and  its  review  of  the  Commonwealth  capital  budget. 

In  cooperation  with  the  State  line  agencies,  the  Office  of 
the  Budget  has  developed  specific  PROGRAM  MEASURES  to  be  used  as 
indicators  of  impact,  output,  and  need/demand.  These  program 
measures  are  used  to  directly  link  State  actions  to  the  overall 
Commonwealth  objectives  (ie.  one  objective  statement  for  each 
program  sub-category) . 

Figure  II-5 is  a page  from  the  State  Executive  Budget  document 
showing  the  component  parts  of  each  program  subcategory:  (1)  an 

objective  statement  (2)  a list  of  specific  program  measures  linked 
to  achieving  the  given  objective  and  (3)  a program  analysis  which 
discusses  in  narrative  form  the  need  for  and  type  of  program  action. 
Figure  II-6  illustrates  the  relationship  between  needs  indicators 
and  PPBS  program  sub-categories. 

The  Office  of  State  Planning  and  Development  is  currently 
developing  a common  planning  data  base  utilizing  the  basic  PPBS 
program  structure. 
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Figure  II-3  Excerpt  from  Commonwealth  Governor's  Budget  Document 


COMMERCE 


International  Trade 

OBJECTIVE:  To  expand  Pennsylvania's  exports  and  attract  foreign  investment. 


Recommended  Program  Costs: 


1975-76  1976-77 


(Dollar  Amounts  in  Thousands) 

1977-78  1978-79  1979-80  1980-81 

,•  $583 $618  -■  $655 

' ' — — — ■ 


-■***»*■>'■*»  I**-* 


1981-82 


" ■ ' • ? i'!-  r • • > ■ 

, :£$694 


Program  Measures: 

1975-76 

1976-77 

Value  of  exports  (in  millions)  

. . . $4,000 

$4,500 

State  jobs  attributable  to: 

Foreign  investments  in 

Pennsylvania 

Exports 

18,000 

182,000 

20,000 

205,000 

Foreign  companies  located  in 
Pennsylvania 

95 

110 

Program  Analysis: 

The  international  economic  development  efforts  of  the 
Commonwealth  have  the  specific  objective  of  increasing 
employment  and  income  generated  by  Pennsylvania  firms 
exporting  to  foreign  countries  and  foreign  firms  locating  in 
Pennsylvania.  Currently,  there  are  approximately  2,600 
companies  in  Pennsylvania  which  are  involved  in  international 
trade  including  many  of  the  110  foreign-owned  firms  located 
in  Pennsylvania. 

!t  is  estimated  that  in  1977-78,  240,000  jobs  can  be 
attributed  to  export  operations  and  foreign  investments.  The 
iMci  eased  program  activity  anticipated  in  1977-78  is  expected 
to  contribute  an  additional  15,000  jobs  gained  from  these 
sectors.  Through  the  Department's  assistance  to  Pennsylvania 
firms  in  developing  agent/distributor  relationships,  foreign 
trade  referrals  and  additional  reverse  investments,  the  number 
of  employment  opportunities  is  expected  to  steadily  increase 
in  the  future. 

These  efforts  are  further  complemented  by  three  activities 
which  have  an  impact  on  the  level  and  value  of  exports.  The 
Foreign  Trade  Referral  Service  receives  inquiries  from  both 
domestic  and  overseas  sources  to  match  sellers  and  buyers  as 
well  as  to  arrange  joint  ventures  and  cross  licensing 
agreements. 

Secondly,  participation  in  foreign  based  trade  fairs  and 
missions  affords  maximum  opportunities  for  increasing 
exports  by  bringing  Pennsylvania  manufacturers  into  direct 

Program  Costs  by  Appropriation: 

1975-76  1976-77 

GENERAL  FUND 

General  Government  Operations  $404  $516 


1977-78 

1978-79 

1979-80 

1980-81 

1981-8: 

$4,800 

$5,300 

$5,900 

$5,900 

$5,901 

23,000 

217,000 

26,500 

238,500 

31,000 

264,000 

31,000 

264,000 

31,00 

264,00 

110 

110 

122 

122 

1i 

contact  with  overseas  buyers  and  representatives.  Durii 
1976-77  the  Department  is  participating  in  trade  shows 
Poland,  Columbia,  West  Germany  and  East  Germany;  trai 
missions  to  the  Middle  East  and  Canada;  and  in  an  invesimet 
seminar  in  Quebec,  Canada.  I 

Finally,  through  the  efforts  of  the  Department's  Europe 
office  in  Brussels  the  Department  is  actively  seeking  forei 
firms  which  could  profitably  establish  manufacturing  facilit 
in  Pennsylvania,  or  could  expand  or  provide  new  technolog 
to  existing  companies,  thereby  expanding  Pennsylvai 
employment  and  income. 

The  estimate  of  the  value  of  exports  has  also  changed  fn 
the  previous  budget.  This  data  is  generated  by  the  Fed( 
Government  and  there  is  a time  lag  before  the  Fed( 
Government  produces  it. 

The  location  of  the  Volkswagon  plant  in  Pennsylvania  < i 
its  impact  on  State  employment  was  not  included  in  the  abi 
estimates  because  of  its  complexity  and  the  many  spe) 
features  of  this  successful  effort.  Initial  efforts  have  been  ml 
and  will  be  increased  to  assure  that  parts  and  mater! i 
suppliers  will  also  have  a favorable  impact  on  the  Sta' 
economy  either  through  domestic  suppliers  or  through  | 
relocation  of  foreign  suppliers  in  the  State.  The  Volkswai 
plant  is  discussed  further  in  the  Industrial  Developrri 
subcategory. 


(Dollar  Amounts  in  Thousands) 

1977-78  1978-79  1979-80  1980-81  198112 

$550  $583  $618  $655  $« 
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This  data  base  of  "key  indicators"  will  add  to  the  program 
measures  of  the  present  PPBS  structure.  It  will  include  other 
indicators  that  are  of  special  importance  in  determining  whether 
or  not  specific  projects  are  funded  under  existing  State  or  State- 
administered  federal  programs.  For  example,  projects  seeking 
funding  under  the  federal  "Public  Works  and  Economic  Development 
Act  of  1965"  are  judged  by  their  impact  on  substate  regional 
unemployment , outmigration , and  median  family  income  levels.  These 
"key  indicators"  will  be  part  of  the  State  data  base.  All  indi- 
cators maintained  by  the  State  will  be  disaggregated  to  the  county 
or  labor  market  area  level  of  geographic  detail.  Recent  improve- 
ments in  computer  software  technology  permit  the  level  of  geo- 
graphic resolution  to  be  extended  to  the  subcounty  level  (i.e. 
minor  civil  division  and  census  tracts) . 

The  establishment  of  a common  base  of  key  indicators  linked 
to  Commonwealth  PPBS  objectives  will  greatly  improve  the  State's 
capability  to  continually  monitor  and  evaluate  federal  and  State 
program  performance.  The  common  data  base  will  also  help  in 
determining  possible  causal  relationships  between  public  expendi- 
tures and  the  performance  goals  established  by  public  policy-makers 
(see  the  appendix  at  the  end  of  this  Chapter) . 

As  mentioned  earlier,  inherent  in  the  present  PPBS  structure 
are  many  problems  which  can  impede  its  effective  use  for  development 
planning.  Nevertheless,  the  basic  program  goals-objectives- 
program  measures  framework  can  result  in  a considerable  near  term 
improvement  in  development  planning  by  providing  a "standard 
language"  for  development  planners,  federal  or  State  program 
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administrators,  and  development  project  sponsors  across  agencies 
and  at  different  levels  of  government. 

For  example,  a simple  listing  by  the  Commonwealth  of  standard 
key  indicators  associated  with  the  range  of  program  subcategories 
and  objective  statements  in  the  Commonwealth  budget  would  be  of 
considerable  value  to  both  State  and  substate  planners  and  program 
analysts  and  policymakers.  In  developing  project  applications  for 
State  or  federal  funding,  project  sponsors  could  use  the  standard 
key  indicators  checklist  to  provide  estimates  of  project  impact. 
This  would  strengthen  project  justification  and  improve  changes 
for  State  or  federal  funding.  Certainly,  the  State  would  be  more 
supportive  of  proposed  projects  if  the  connection  between  the 
project  and  Commonwealth  objectives  are  made  explicit.  This  would 
also  facilitate  comparisons  among  projects  competing  for  the  same 
State  or  federal  program  funding,  thereby  reducing  chances  of 
subjective  error. 
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Exhibit  II-l 


PPB  Calendar 

March 

Governor’s  Program  Policy  Guidelines  issued. 

June 

Program  Revision  Requests  based  upon  the  Governor’s  Program 
Policy  Guidelines  submitted  by  each  agency  to  the  Office  of  Admin- 
istration. 

July 

Budget  request  forms  prepared  and  transmitted  to  all  agencies. 

August 

Program  Revision  Requests  analyzed  and  Program  Revision  Actions 
issued  to  agencies. 

October 

Agency  Program  Plan  incorporating  Program  Revision  Actions 
submitted  to  Office  of  Administration  Budget  Bureau. 

November 

Agency  Program  Plans  translated  to  Commonwealth  Program  Plan 
by  Office  of  Administration. 

January 

Governor’s  recommended  Commonwealth  Program  Plan  submitted 
to  Legislature.  (Budget  Document) 

April 

Legislative  action  taken  on  recommended  Commonwealth  Program 
Plan. 

May 

Agency  Program  Plans  revised  in  accord  with  legislative  action  and 
submitted  to  Office  of  Administration. 

June 

Revised  Agency  Program  Plans  translated  to  Commonwealth  Pro- 
gram Plan,  reviewed,  revised  as  necessary  and  approved  by  Office 
of  Administration. 
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Exhibit  II-2 


COMMONWEALTH  OF  PENNSYLVANIA 
PPBS  Glossary 

Agency  Program  Plan  (APP) — A document  consisting  of  program,  financial,  and  manpower 
information  projected  over  a five-year  period.  If  thus  serves  as  the  agency  input  into  the  Common- 
wealth Program  Plan. 

Commonwealth  Program  Plan  (CPP) — An  aggregation  of  the  Agency  Program  Plans  f.APP) 
within  the  framework  of  the  Commonwealth  program  structure. 

Coal — A Goal  is  a desired  state  of  affairs  based  upon  current  knowledge  and  values.  It  is 
timeless  in  the  sense  that  as  achievement  approaches,  goals  tend  to  be  restated  at  a higher  level  of 
aspiration  or  new  goals  are  projected.  Goals  reflect  the  basic  values  of  our  society  and  are  there- 
fore always  culture  bound  and  subjective. 

Impact  Indicator — A measure  which  describes  the  effect  programs  have  upon  the  environment 
or  upon  individuals.  The  accomplishment  of  subcategory  objectives  is  measured  in  terms  of  im- 
pacts. 

Management  Information  System — A system  in  which  information  is  gathered,  processed,  and 
leported  in  a fashion  that  it  supports  decision  making  needs. 

Need  and/or  Demand  Estimator — The  quantity  which  identifies  how  much  of  a given  element’s 
outputs  are  required,  e.g.  the  incidence  of  cancer  would  identify  the  magnitude  of  need  for  a treat- 
ment program. 

Objective — A desired  quantifiable  achievement  within  a time  frame,  which  will  contribute  toward 
attaining  the  goals  of  the  Commonwealth. 

Outputs  (Output  Measures) — Quantifiable  units  produced  as  a result  of  activity  carried  out  at 
the  element  level.  The  major  output  of  a training  program  would  be  the  number  of  people  trained 
and  qualified  for  jobs. 

Plnnning-Programming-Budgeting  System — A system  which  structures  the  decision  process  in  such 
a way  so  that  the  focus  of  choice  is  upon  whether  or  not  the  goals  and  objectives  of  the  Common- 
wealth are  being  attained. 

Program  Category — The  first  major  subdivision  of  the  Commonwealth  program.  The  program 
category  is  defined  in  terms  of  desired  substantive  goals,  e.g.  clean  air  environment. 

Program  Element — A program  element  covers  activities  or  efforts  related  directly  to  the  produc- 
tion of  a discrete  output,  or  group  of  related  outputs.  Program  elements  are  the  basic  units  of  the 
program  structure. 

Program  Policy  Guidelines  (PPG) — Issued  by  the  Governor,  the  PPG  includes  forecasts  of  eco- 
nomic, demographic,  and  social  trends,  identification  of  program  priorities,  and  identification  of 
problem  areas  requiring  special  studies  to  explore  program  alternatives. 

Program  Revision  Action  (PR A) — The  Governor’s  decisions  based  upon  a Program  Revision 
Request. 

Program  Revision  Request  (PRR) — The  PRR  is  the  means  by  which  an  agency  proposes  a new 
program  or  a major  change  in  an  existing  program.  The  PRR  reflects  the  guidelines  provided  by 
the  PPG,  results  obtained  from  special  analytic  studies,  and  needs  or  demands  considered  relevant 
in  the  judgment  of  the  head  of  an  agency. 

Program  Structure — Ihe  means  that  is  employed  to  orgardze  goals  and  objectives  within  a 
logi(;al  framework  so  that  activities  of  different  organizational  units  designed  to  accomplish  similar 
le.sults  can  be  reviewed  for  decision  purposes  within  the  appropriate  program  context.  Program 
structure  alsp  prf)vides  the  means  for  determining  what  information  is  required  in  order  to  identify 
tlie  needs  and  demands  of  government  and  what  information  is  required  for  the  management  and 
evaluation  of  program  operations. 

Program  Subcategory — A subdivision  of  a pregram  categoi  y.  The  subcategory  focuses  upon 
objectives  which  can  be  measured  in  terms  of  quantifiable  impacts. 
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APPENDIX:  AN  EXAMPLE  OF  STATE-LEVEL  USE  OF  KEY  INDICATOR  PLANNING 

DATA  TO  INFLUENCE  DEVELOPMENT  PROGRAM  FUNDING  ALLOCATIONS  TO  SUB- 
STATE AREAS. 

Pennsylvania  presently  does  not  have  a capability  for  the  type  of  planning 
now  being  instituted  in  some  of  the  other  states.  One  state's  experience  is 
described  below  as  an  example  of  how  advanced  computer  technology  could  be  ap- 
plied in  Pennsylvania . The  example  cited  is  in  the  health  planning  field,  but 
the  same  approach  has  broad  application  in  most  other  planning  fields  as  well . 

One  of  the  Rocky  Mountain  States  has  initiated  a new  approach 
to  allocating  financial  aid  to  localities  according  to  a weighted 
combination  of  need  indicators.  The  state  financial  aids  affected 
are  for  the  following  health  program  categories: 

• Long-term  hospitals,  nursing  homes,  and  extended 
care  facilities. 

• Short-term  hospitals. 

• Maternity  services. 

• Pediatric  services. 

• Pharmacy  services. 

A special  computer  program,  called  COMPOSITE  MAPPING  SYSTEM  (CMS) 
is  used  to  create  maps  and  indexes  of  need  for  certain  health 
services  in  the  state’s  localities.  First,  computer  maps  are  created 
which  illustrate  the  relative  distribution  of  a certain  key  charac- 
teristic throughout  the  communities  (minor  civil  divisions)  in  the 
state.  The  special  computer  program  enables  the  maps  to  be 
individually  "weighted"  and  then  combined  to  create  a single  "com- 
posite map"  indicating  the  relative  degree  of  need  for  a given 
service  in  each  community. 

The  state  then  uses  a formula,  based  on  the  mapping  results, 
to  allocate  state  funding  for  those  health  services  to  the  individual 
communities.  The  list  of  steps  that  was  followed  by  that  state 
in  establishing  the  process  outlines  the  procedure: 

• A great  deal  of  vital  statistics  was  available,  by  muni- 
cipalities, health  districts,  and  census  county  divisions. 
Most  of  it  had  never  been  computer-mapped.  But  the  CMS 
program  had  newly  gridded  the  entire  state  in  four-square- 
mile  grid-cells;  the  counties  and  the  smaller  census  county 
divisions  had  been  coded  into  a CMS-II  Master  Map  and 
Dictionary,  making  it  possible  to  map  automatically  all 
the  available  health  data.  Other  data  that  did  not  fall 
into  these  fixed  areas  were  mapped  out  by  a proximity 
routine  based  upon  the  named  locations  of  the  vital  sta- 
tistics. All  data  with  a geographic  reference  point  or 
area  could  not  be  automatically  mapped  and  had  to  be 
entered  manually. 


SOURCE : Composite  Mapping  System  II  User’s  Manual,  Federation  of 

Rocky  Mountain  States,  Inc.,  Denver,  Colorado,  January  1977 
Upda te. 
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Exhibit  II-3 


SELECTED  HEALTH  INDICATORS 
USED  TO  CREATE  TOPIC  AND 
COMPOSITE  MAPS 

The  topics  selected  for  compositing  into  index  maps  of  local  need 
for  the  specific  health  services  were  as  follows: 

For  the  composite  map  of  severity  of  local  needs  for  long-term 

hospitals^  nursing  homes  and  extended  care  facilities  - 


Topic  Maps  Map  Weight 

Percent  population  45  years  and  over  .14 

Percent  population  65  years  and  over  .14 

Deaths  per  thousand  population  from  heart  disease  .14 

Deaths  per  thousand  population  from  stroke  .14 

Deaths  per  thousand  population  from  cancer  .14 

Deaths  per  thousand  population  from  respiratory 

diseases  . 14 

Mean  age  of  death  .10 

Physicians  per  one  thousand  population  .05 

Highway  accessibility  corridors  .05 

For  the  composite  map  of  needs  for  acute  short-term  hospitals 

Percent  pop\ilation  45  years  and  over  .105 

Percent  population  female  15  - 44  years  .105 

Heart  deaths  per  thousand  population  .105 

Stroke  deaths  per  thousand  population  .105 

Cancer  deaths  per  thousand  population  .105 

Respiratory  deaths  per  thousand  population  .105 

Births  per  thousand  population  .105 

Highway  accessibility  .05 

Airport  accessibility  .05 

Expected  hospitalizations  per  thousand  population  .16 

For  maternity  services 

Percent  population  female  15  - 44  years  .14 

Total  births  per  thousand  population  .14 

Percent  non-white  mothers  . 21 

Mean  birth  weight  .21 

Mean  birth  length  .21 

Highway  accessibility  .07 

For  pediatric  services 

Percent  population  less  than  18  years  ,16 

Mean  birth  weight  .16 

Mean  birth  length  . 16 

Percent  non-white  mothers  .16 

Total  deaths  (accident)  .10 

Births  per  thousand  population  .10 

Highway  accessibility  .05 
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Topic  Maps 

For  pharmacy  services 


Map  Weight 


Number  of  physicians  per  census  county  division  .08 

Highway  accessibility  .08 

Percent  population  45  years  and  older  .17 

Percent  population  under  18  years  .16 

Total  number  of  physicians'  visits  projected  by 

enumeration  district  .25 

Total  number  of  hospitalizations  expected  per 

enumeration  district  .25 
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The  map  file  used  29  selected  vital  statistics  out  of  a 
list  of  over  250. 

Individual  "topic"  maps  were  created  showing  the 
relative  distribution  of  each  vital  statistic  for 
the  state's  communities.  The  specific  "topics" 
selected  for  compositing  into  index  maps  of  local 
need  for  the  given  health  services  are  shown  in 
Exhibit IIt3 . 

The  individual  topic  maps  representing  each  key 
indicator  was  then  "weighted"  and  composited, 
creating  a single  composite  map  showing  the  rela- 
tive need  for  each  health  service  in  each  community 
in  the  state  (see  Figurell-9) . 

The  final  step  was  a proportional  allocation  of  the 
state  wide  budi^et,  for  each  locality,  i.e.,  the 
future  state-wide  budget  for  each  health  facility 
was  set  to  "1.00,"  and  a portion  thereof  allocated 
to  each  locality  (j.)  Given  the  local  Need  coefficient 
(sj,)  from  the  composite  map,  this  was  multiplied  by 
the  local  population  and  related  to  the  total  of  all 
local  Need  Scores. 


Sj  - Sj  pj 


Where:  sj  = relative  Need  score  for  local 

area  j , after  weighting  for 
local  population  and  relating 
to  sum  of  all  area  scores. 


Sj  = raw  score  of  area  j from  com- 
posite map. 

Pj  = population  of  area  j . 
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Figure  ii-9 
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SOURCE:  Composite  Mapping  System  II  User’s  Manual^  Federation  of 

Rocky  Mountain  States,  Inc.,  Denver,  Colorado,  January  1977 
Update. 
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TWO  SETS  OF  ALLOCATIONS  FOR  HEALTH  SERVICES  - DERIVED  FROM  COMPOSITE  MAPS  OF  NFED 
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USE  OF 

COMMONWEALTH  ?R0GRA:4S  FOR 
ECONOMIC  DEVELOPMENT  PLANNING 


ktiLV  :t. 


POTENTIAL  APPLICATIONS  OF  EXISTING  COMMONWEALTH 
PROGRAMS  AS  PART  OF  OVERALL  ECONOMIC  DEVELOPMENT  EFFORTS 

Perhaps  the  most  direct  and  immediate  way  that  the  State  can  stim- 
ulate innovation  through  its  role  as  program  manager  or  coordinator  is 
via  its  control  over  existing  programs.  Logically,  there  are  three 
basic  ways  in  which  states  can  influence  economic  development  through 
programmatic  action: 

. through  direct  investment 
. through  incentive  programs 
. through  legal  controls 

The  role  of  direct  investment  (Le-  principally  via  investment  in 
capital  expenditures)  is  significant.  It  is  one  of  the  first  areas 
where  planners  traditionally  look  for  means  of  effectuating  future- 
oriented  policies.  (see  Exhibit III-l) . 

However,  at  the  state  level,  the  amount  of  purposeful  future  change 
possible  in  this  area  to  meet  economic  development  planning  objectives 
is  probably  greatly  exaggerated.  By  far,  the  largest  bloc  of  future 
capital  expenditures  will  be  for  debt  service  and  ongoing  maintenance 
of  existing  systems.  The  pattern  of  future  capital  expenditures  is  to 
a great  degree  fixed  and  not  easily  changed  through  economic  develop- 
ment policy  action.  Much  more  promising  is  the  potential  State  influ- 
ence over  public  incentive  and  control  programs. 

In  this  critical  area  of  incentives  and  controls  the  state  can  in- 
fluence change  in  Pennsylvania  with  actions  that  fall  into  the  following 
major  program  areas;  taxation,  K2.gaZatlon  and  goveAnmc.ntal  a66ti)tanac.  Each 
major  category  has  associated  with  it  a number  of  specific  program  ac- 
tions. While  a given  program  may  have  a primary  function,  it  will  also 
generally  have  secondary  effects.  For  example,  a highway  program  de- 
signed to  reduce  travel  time  will  also  influence  land  use  and  population 
settlement  patterns. 
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EXHIBIT  III-l OUTLINE  OF  STEPS  IN  THE 
COMMONWEALTH  CAPITAL  BUDGET  PROCESS 

I.  Preparation  of  Capital  Budget  Requests  by  Commonwealth  Agencies. 


RESPONSIBILITY 


Agency  1- 

Program  or  Institution  Head  2. 

Agency  Head  3. 

Agency  (Office  Responsible  for  4. 

Capital  Budget  Preparation) 


ACTION 


Requests  program  or  institution  heads 
to  submit  capital  project  needs. 

Prepares  capital  project  requests  based 
upon  program  and  planning  needs. 

Reviews  and  approves  capital  project 
requests . 

Prepare  for  submittal  of  agency 
capital  budget  request  to  the  Office 
of  the  Budget  (as  part  of  annual 
budget  request)  and  the  Office  of 
State  Planning  and  Development 


II.  Office  of  State  Planning  and  Development  Review 


RESPONSIBILITY 


ACTION 


Office  of  State  Planning  and 
Development 


1.  Reviews  each  agency  capital  budget 
request  and  forwards  recommendations 
to  Governor. 


Governor  2.  Reviews  agency  capital  program 

submissions  from  the  Office  of  State 
Planning  and  Development  and  refers 
to  the  Office  of  the  Budget  for 
appropriate  action. 


III.  Office  of  the  Budget  Review  of  Agency  Capital  Budget  Requests 
and  Preparation  of  Commonwealth  Capital  Budget 

RESPONSIBILITY  ACTION 


Office  of  the  Budget 
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1.  Review  the  findings  of  the  Office  of 
State  Planning  and  Development  along 
with  the  capital  budget  proposals 
submitted  by  the  individual  agencies. 

2.  Budget  Secretary  submits  findings 
regarding  the  proposed  capital  budget 
to  the  Governor  for  review. 


i 


Governor 

3. 

Reviews  and  approves  proposed 
capital  budget  and  returns  to 

Office  of  the  Budget. 

Office  of  the  Budget 

4. 

Prepares  capital  budget  in  final  form. 

5. 

Submits  capital  budget  to  Governor. 

Governor 

6 . 

Presents  capital  budget  to  the 

General  Assembly. 

IV.  Legislative 

Review  and  Approval 

of  Capital  Budget 

RESPONSBILITY 

ACTION 

General  Assembly 

1. 

Receives  capital  budget  from  the 
Governor  as  part  of  annual  budget 
submission. 

2. 

Reviews  and  passes  legislation 
approving  capital  budget. 

Governor's  Office 

3. 

Governor  signs  legislation  making 
it  an  official  act 

V.  Implementation  of  Approved  Capital  Budget 

A.  Public  Improvement  Projects  Financed  from  Bond  Funds 


RESPONSIBILITY 
Office  of  the  Budget 


Department  of  General  Services 


Office  of  the  Budget 


ACTION 

1.  Advises  agencies  of  captial  budget 
passage  and  requests  submission  of 
completed  "Request  for  Project 
Action"  forms. 

2.  Proposes  Schedule  of  Allocation  and 
Allotments  to  allocate  funds  to 
particular  projects  - forwards  these 
to  Office  of  the  Budget. 

3.  Review  Allocation  and  Allotment 

and  project  action  forms  and  returns 
to  Department  of  General  Services 
for  appropriate  action. 
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Department  of  General  Services  4. 

(Deputy  Secretary  for  Public  Works) 


Receives  approved  "Request  for  Project 
Action"  (scope  sheets)  and  allotment 
amendment  from  Office  of  the  Budget, 
which  officially  activates  the  project. 


5.  Forwards  scope  sheets  to  its  Bureau 
of  Engineering  and  Architecture  to 
prepare  for  implementation. 

6.  Review  and  approval  of  final  plans 
is  made  by  the  following  agencies: 

a.  Using  agency 

b.  Department  of  Labor  and  Industry 

c.  Department  of  General  Services 

d.  State  Art  Commission 

e.  Department  of  Environmental  Resources 

(only  on  projects  involving 
environmental  sanitation , water 
or  sewage  treatment) . 


7.  Awards  contract  to  qualified  low  bidders, 


V.  Implementation  of  Approved  Capital  Budget 

B.  Public  Improvement  Projects  Financed  from  Current  Revenues 


RESPONSIBILITY 


ACTION 


Office  of  the  Budget 


Agency  Comptroller 


Office  of  the  Budget 


Agency  Comptroller 


1.  Notifies  agency  fiscal  office  when 
Appropriation  or  Executive  Authoritiza 
tion  providing  funds  from  current 
revenues  is  approved. 

2.  Receives  allocation  and  allotment 
schedules  and  prepare  for  submittal 
to  the  Office  of  the  Budget. 

3.  Schedules  are  reviewed  by  the  Capital 
Budget  Coordinator  and  forwarded  to 
the  Assistant  to  the  Budget  Secretary 
for  final  action. 

4.  Receives  approved  allocation  schedule 
and  informs  agency  and/or  institution 
personnel . 
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Agency  (Office  responsible 
for  project  implementation) 

5. 

Prepares  work  request  (PSEC-1)  and 
forwards  together  with  a Miscellaneo' 
Enciimberance  (ME)  Document  to  Agency 
Comptroller  for  posting. 

Agency  Comptroller 

6 . 

Reviews  documents,  posts  ME  and 
returns  signed  work  request  and  ME 
to  agency  office  responsible  for 
project  implementation. 

Agency  (Office  responsible 
for  project  implementation) 

7. 

Forwards  work  request  to  Bureau  of 
Engineering  and  Construction  in 
Department  of  General  Services. 

Department  of  General  Services  - 
Bureau  of  Engineering  and 

8. 

Visits  job  site. 

Construction 

9. 

Sends  prepared  documents  to  Agency 
Office  responsible  for  project 
implementation . 

Agency  (Office  responsible 

for  Project  Implementation) 

10. 

Reviews  and  approves  final  drawings 
and  specifications  and  indicates 
approval  to  Department  of  General 
Services . 

General  Services  - Bureau 
of  Engineering  and 

Construction 

11. 

Advertises  for  bids  and  awards 
construction  contracts . 

V.  Iir^lementation  of  Approved  Capital  Budget 

C.  Original  Capital  Equipment  and  Furniture  for  Public  Improvement  Project 


RESPONSIBILITY  ACTION 


Office  of  the  Budget  1. 

Agency  or  Institution  2. 

Department  of  General  Services  3. 

(Fiscal  Management) 

Department  of  General  Services  4. 

(Conptroller) 


Advise  agencies  and  institutions  of 
passage  of  legislation  for  capital 
facilities  fund  appropriations. 

Prepare  allottment  schedules  (OA-262) 
received  from  DGS  fiscal  management 
and  submit  for  their  approval. 

Forwards  approved  allocation  and 
allotment  schedules  to  Department 
of  General  Services  Comptroller. 

Signs  approved  allocation  schedule 
and  forwards  to  the  Office  of  the 
Budget,  while  retaining  allotment 
schedule . 
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Office  of  the  Budget 

5. 

Returns  approved  allocaLicni  ;u’hedulos 
to  Department  of  General  Services 
Comptroller. 

Department  of  General 
(Comptroller) 

Services 

6 . 

Informs  agency  or  institution  of 
action  taken  on  allocation  and 
allotment  schedules. 

Agency  or  Institution 
(only  if  approved) 

7. 

Prepares  Purchase  Requisition  and 
refers  to  the  Office  of  the  Budget 
for  items  costing  $10,000  or  more. 

Office  of  the  Budget 

8. 

Budget  Secretary  approves  or  disapproves 

Department  of  General  Services 
(Office  of  Services  Division) 

9. 

Processes  and  forwards  approved  Purchase 
Requisition  to  Fiscal  Management 
Department  of  General  Services. 

Department  of  General 
(Comptroller) 

Services 

10. 

Prepares  Purchase  Requisition  received 
from  DGS  Fiscal  Management  and  refer 
copies  to  Bureau  of  Purchases,  DGS  for 
Purchase  Order. 

11. 

Posts  Purchase  Order  and  reports  the 
recording  of  these  Purchase  Orders 
to  the  agency  or  institution  on  a 
monthly  basis. 

Agency  or  Institution 

12. 

Receives  shipment  or  supplies  from 
vendor  and  forwards  a receiving  and 
inspection  report  to  DGS  Comptroller 

Department  of  General 
(Comptroller) 

Services 

13. 

Receives  invoice  from  vendor  and 
performs  preaudit. 

Agency  or  Institution 

14. 

Receives  monthly  report  from  Department 
of  General  Services  Comptroller  and 
takes  any  necessary  internal  action. 

V.  Implementation  of  Approved  Capital  Budget 

D.  Public  (Mass)  Transportation  Assistance  Projects  (PTAA) 


RESPONSIBILITY  ACTION 

Department  of  Transportation  1.  Forwards  letters  and  project  scope 

sheets  to  Office  of  the  Budget 
requesting  approval  of  projects 
authorized  by  capital  budget  legislatior 
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Office  of  the  Budget 


Pennsylvania  Transportation 
Assistance  Authority  (PTAA) 


2.  Capital  Budget  Coordinator  reviews 
request  and  budget  analyst's  coirunents 
and  makes  final  recommendations  to 
Budget  Secretary  for  approval  or 
disapproval . 

3.  Submits  approved  projects  to  Board  of 
PTAA  for  review  and  approval . The 
Board  approves  projects  contingent  upon 
the  receipt  of  federal  funds  requested. 
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Taxation  Programs 


While  the  State  government  does  not  possess  the  variety  of  tools 
for  influencing  economic  change  in  this  area  as  does  the  federal  govern- 
ment, there  has  been  a strong  tendency  for  it  to  take  on  more  than  a 
neutral  passive  role.  One  important  reason  for  this  change  in  attitude 
is  the  close  relationship  between  economic  activity  and  state  tax 
policies.  In  brief,  tax  policy  can  be  an  instrument  for  influencing 
the  direction  and  rate  of  economic  development. 

Pennsylvania  exercises  its  tax  powers  through  13  major  tax  pro- 
grams (See  Table  Ill-J).  Six  of  these  taxes  are  imposed  directly  on  cor- 
porations; the  remaining  seven  are  imposed  on  individuals.  Two-thirds 
of  state  revenues  is  derived  from  three  of  these  taxes:  corporate  net 
income  tax  (15%),  personal  income  tax  (21%),  and  sales  and  use  tax  (32%). 

CoA.po^at'Con  Taxa^  are  often  considered  the  primary  instruments  for 
accelerating  the  rate  or  altering  the  pattern  of  change  in  a state  eco- 
nomy. Of  the  six  Pennsylvania  taxes  imposed  directly  on  corporations, 
four  are  imposed  only  on  some  corporations,  such  as  utilities  and 
financial  institutions.  Therefore,  at  the  state  level,  the  corporate 
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Table  III-l 


TAX 

Corporate  net 
income 


Capital  stock 
and  franchise 


Utility  gross 
receipts 


Utility 

property 


Insvirance 

premium 


Financial 

institutions 


Sales  and  Use 


Cigarette 


Malt  beverage 


Liquor 


Personal 

income 


CHARACTERISTICS  OF  PENNSYLVANIA  STATE  TAXES 

IMPOSED  ON  CURRENT 

RATE 

Taxable  income  or  corporations 

doing  business  or  using  capital  9.5% 

in  the  state 


YIELD 

F/Y  1974-1975 
(Millions) 

$592  .8 


Actual  value  of  whole  capital 

stock  of  all  kinds  1%  184.9 


Gross  receipts  of  specified 

corporations  including;  elec-  4.5%  226.7 

trie  light,  water  power,  gas, 
railroad , etc . 

Property  of  utilities  in  the 

state,  on  state  taxable  value  3%  43.7 

as  shown  on  utility's  books 

Every  insurance  company  except 

title  insurance,  on  gross  2%  57.5 

premiums 


Shares  of  stock  in  national  and 

state  banks,  on  value  of  shares  1.5%  52.1 

of  capital  stock 


Sale  at  retail  of  tangible  per- 
sonal property  6%  1,271.0 


Sale  or  possession  of  cigarettes  0.9<:  per  215.3 

cigarette 


All  persons  engaged  in  business 
of  producing,  on  net  price 


$2.48  per  23.8 
barrel 


All  persons  engaged  in  production 

or  importing,  on  net  price  18%  78.1 


Income  of  resident  and  nonresident 

individuals,  estates,  trusts  2.0%  1,033.5 
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CHARACTERISTICS  OF  PENNSYLVANIA  STATE  TAXES 


Realty  Every  person  who  makes,  executes, 

transfer  issues  or  delivers  any  deed  or  1% 

interest  in  real  property,  on  the 
value  of  the  transaction 


Inheritance 


Lineal  descendants , parents , spouse , 6% 

grandparents 


Source;  Governor's  Executive  Budget,  1976-77 


44  .9 


126.3 
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net  income  tax  (CNI)  and  capital  stock  and  franchise  tax  are  the  two 
major  taxes  on  corporations.  The  state  tax  structure  of  corporation 
taxes,  especially  the  corporate  net  income  tax,  can  affect  the  general 
business  climate  and  have  a significant  influence  on  investment  decisions 
made  by  large  manufacturing  and  some  service  companies  to  expand  exist- 
ing facilities  and  to  invest  in  new  facilities.  The  effect  of  taxes 
on  company  investment  policies  vary  by  type;  for  example,  the  corporate 
net  income  tax  imposes  a relatively  higher  burden  on  profitable  indus- 
tries, while  the  capital  stock  tax  is  more  significant  for  capital 
ventures. 

As  previously  discussed,  the  tax  incentive  in  its  many  varying 
forms  is  one  of  the  oldest  and  widespread  governmental  methods  of  en- 
couraging industrial  development.  Various  tax  policy  changes  which  have 
been  discussed  in  the  past  have  included;  (1)  reducing  the  corporate 
net  income  tax,  (2)  reducing  the  capital  stock  tax,  (3)  allowing  a 
state  investment  tax  credit,  (4)  accelerating  depreciation  for  corpor- 
ate net  income  tax  purposes,  (5)  providing  selective  exemptions  or 
credits  designed  to  support  desireable  corporation  activities  (e.g.  in- 
vestment in  ghetto  areas)  or  to  stimulate  growth  in  certain  sectors 
of  Pennsylvania's  economy.  At  this  point,  it  is^probably  premature  to 
make  any  concrete  conclusions  about  the  relative  desireability  of  any 
of  these  incentives. 

Tkd  State.  6ale.6  and  ai  e tax  is  another  instrument  of  tax  policy, 
although  its  role  is  considered  one  of  revenue-producing  generally. 

Even  though  it  is  relatively  high  at  six  percent,  it  is  offset  by  a 
very  narrow  base.  Pennsylvania  exempts  food,  clothing,  drugs  and  other 
basic  commodities.  The  impact  of  the  current  sales  tax  is  mildly  re- 
gressive. However,  the  level  of  burden  reflects  the  efforts  to  elim- 
inate from  the  sales  tax  base  as  many  items  of  basic  consumption  as 
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possible,  in  order  to  avoid  a regressive  impact.  The  fact  that  it  is 
still  regressive  indicates  how  difficult  it  is  to  achieve  a proportional 
or  progressive  sales  tax  by  narrowing  the  sales  tax  base. 

In  general,  the  current  sales  tax  also  imposes  a heavier  burden 
on  large  families  than  on  small  families  at  all  income  levels.  In 
addition,  since  the  spending  of  transfer  payments  is  taxed  and  unspent 
income  increases  as  income  increases,  the  flat  sales  tax  without  credit 
for  lower  income  families  is  less  progressive  than  the  current  state 
income  tax  and  does  present  definite  equity  problems. 

Lessening  the  impact  of  the  current  sales  tax  law  on  some  businesses 
are  exemptions  for  equipment  or  services  in  primary  metals  and  textile 
operations.  The  primary  metals  industry  is  the  largest  durable  indus- 
try in  the  state;  textiles  the  largest  non-durable.  Both  these  indus- 
tries have  suffered  severe  competition  from  foreign  imports  in  recent 
years  and  it  is  argued,  that  their  exemption  may  be  necessary  to  protect 
two  industries  presently  vital  to  the  State  economy.  Overall,  the  sales 
tax  burden  on  business  seems  very  significant.  It  represents  the  second 
largest  tax  on  business  in  the  state. 

One  of  the  most  direct  means  available  for  adjusting  sales  tax  im- 
pacts is  through  the  use  of  credits,  administered  through  the  personal 
or  corporate  net  income  taxes.  The  State  Constitution  prohibits  the 
institution  of  tax  credits  in  Pennsylvania.  However,  it  seems  clear 
that  without  credits,  the  state  sales  tax  does  not  impose  a "uniform" 
burden  on  all  taxpayers,  in  a sense  undermining  other  objectives  of 
the  State's  Constitution. 

PiLnn6  ytvanyia'  6 nat  .Income  tax  is  the  second  largest  source 

of  state  tax  revenue.  In  teriis  of  base,  it  is  one  of  the  broadest  tax 
bases  in  the  country  and  is  applied  to  all  income,  except  transfers 
from  government  to  individuals.  In  addition,  because  of  the  interpre- 
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tation  of  the  uniformity  clause  of  the  State  Constitution,  the  tax  is 
imposed  at  a flat  rate  of  2 percent  on  all  taxable  income,  unmodified 
by  exemptions,  credits  or  deductions. 

The  personal  income  tax  is  one  of  the  most  flexible  instruments 
of  tax  policy  available.  By  modifying  the  rate  structure  and  base  of 
the  tax  and  using  exemptions,  credits  or  deductions,  different  economic 
development  objectives  can  be  achieved.  , For  example,  credits  can  be 
offered  to  offset  the  regressivity  of  the  sales  tax  on  large  families. 
Alternatively,  credits  can  be  offered  for  excess  medical  and  drug  ex- 
penses, to  ensure  that  the  state  tax  structure  does  not  unfairly  penalize 
people  who  have  large  medical  bills.  In  addition,  a progressive  tax 
rate  schedule  could  make  the  tax  more  equitable  by  taxing  more  heavily 
those  with  the  greater  "ability  to  pay".  It  would  improve  the  equity 
of  the  tax,  but  at  the  risk  of  outmigration  of  the  more  highly  paid 
Pennsylvania  residents. 
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Regulatory  Programs 

The  Commonwealth  of  Pennsylvania  has  the  authority  to  exercise  wide 
police  powers  to  govern  individuals  and  property.  It  is  difficult,  if 
not  impossible,  to  define  in  sharp,  concise  terms  all  its  elements.  The 
doctrine  of  police  power  is  defined  as  the  authority  of  the  state  to 
regulate  or  restrict  individuals  and  corporations  in  their  personal 
property  rights.  Six  different  areas,  based  upon  the  exercise  of  police 
powers,  have  been  delineated:  protection  of  public  health,  protection 
of  public  safety,  protection  of  public  convenience,  protection  of  public 
morals,  prevention  of  fraud,  and  suppression  of  public  nuisances. 
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The  regulation  and  control  of  these  areas  perform  three  vital 
functions:  by  providing  guides  and  standards,  by  establishing  certain 
restraints,  and  by  offering  inducements.  All  three  may  be  present  in 
a single  instrument. 

However,  the  public  can  suffer  if  there  is  too  much  of  the  wrong 
kind  of  regulation.  Broadly  speaking,  government  regulation  is  nec- 
essary and  justified  only  when  it  serves  the  public  interest  - not  the 
special  interest  of  private  groups  or  industries.  While  the  lines  of 
demarcation  are  not  always  sharp  and  clear,  the  preservation  of  the 
environment,  protection  of  public  health  and  safety,  regulation  of 
business  and  other  essential  interests  are  now  generally  accepted  ob- 
jectives of  government  regulation. 

Three  principal  areas  of  regulation  and  control  which  may  be  used 
by  the  State  to  influence  economic  development  are  land  use  controls, 
environmental  standards  and  regulations,  and  regulation  of  commerce. 

Pennsylvania  presently  places  the  broadest  discretion  and  greatest 
power  to  affect  land  almost  exclusively  in  the  hands  of  local  govern- 
ment. As  a result,  decisions  whose  effects  transcend  local  boundaries 
are  often  based  entirely  on  local  considerations.  In  addition,  many 
local  governments  have  avoided  this  delegated  responsibility  by  refusing 
to  enact  Icind  management  regulations. 

Under  the  Pennsylvania  Municipalities  Planning  Code  (Act  247)  local 
governments  are  empowered  to  plan  and  regulate  land  use  through  such 
measures  as  zoning,  subdivision  regulations,  planned  residential  devel- 
opment ordinances  and  official  maps.  Comprehensive  plans  as  a declara- 
tion of  policy  and  intention  do  not  in  themselves  have  a regulatory 
effect.  The  public  policy  espoused  in  them  is  carried  out  through  the 
various  regulatory  devices. 
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A principle  that  must  be  remembered  is  that  land  use  controls  can- 
not restrict  use  of  privately  owned  land  to  an  extent  that  would  violate 
the  owner's  constitutional  rights.  The  Constitution  prohibits  the 
"taking"  of  property  without  payment  of  just  compensation,  and  the 
courts  have  interpreted  this  clause  to  include  the  possibility  that  the 
regulation  of  land  in  a manner  which  severely  limits  its  uses  may  a-  | 
mount  to  such  a taking.  i 

Land  a-6  e and  development  eont^ol^  must  not  be  viewed  only  as  nega- 
tive regulatory  instruments  for  accomplishing  local  public  objectives 
but  as  positive  components  of  a State  development  program.  These  regu- 
lations are  presently  intensely  parochial,  and  standards  and  regulations 
in  any  single  metropolitan  area  may  vary  enormously  depending  on  local 
legislators.  The  inherent  difficulty  of  the  State  utilizing  these  con- 
trols is  a fairly  rigid  and  well-entrenched  land  use  regulation  pattern,! 
buttressed  by  the  constitutional  concern  for  protection  of  private  ' 

rights . 

The  10th  Amendment  to  the  United  States  Constitution  has  been  gen- j 
erally  interpreted  to  reserve  to  the  states  authority  to  regulate  the 
use  of  lands  within  their  boundaries.  There  is  no  constitutional  nec- 
essity for  the  delegation  of  all  the  responsibility  to  the  local  govern-' 
ments.  The  Commonwealth  is  the  logical  unit  to  assume  responsibility  fc 
issues  of  greater  than  local  concern. 

Concern  for  specially  designated  "critical  areas"  has  emerged  as 
a major  element  of  the  State's  land  use  programs.  Local  prerogatives 
can  remain  intact,  while  the  State  demonstrates  that  the  land-use  sig- 
nificance of  some  areas  extend  beyond  the  boundaries  of  local  communi- 
ties. The  Commonwealth  has  assumed  authority  to  determine  the  siting 
of  power  plans  and  related  facilities,  to  regulate  surface  mining  and 

to  manage  coastal  zone  areas.  If  the  selection  of  critical  areas  is 
% 
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sufficiently  broadened,  this  approach  can  expand  the  general  basis  for 
making  decisions  on  when  and  how  to  use  land. 

Governor  Milton  Shapp  in  September  1973,  called  for ‘the  development 
of  a State  Land  Use  program,  with  the  Office  of  State  Planning  and 
Development  designated  as  the  lead  agency  in  an  interdepartmental  effort 
to  design  an  interim  land  use  policy  program  for  the  Commonwealth.  A 
report  and  recommendations  has  since  been  prepared.  In  it.  , the  Common- 
wealth "recognizes  the  need  to  reassert  its  power  to  regulate  growth 
of  more  than  local  concern  and  reaffirm  its  obligation  to  protect 
critical  resource  areas."  Two  broad  categories  of  concern  for  State 
government  have  been  identified  as  growth  and  development  management 
and  resource  management.  It  is  anticipated  that  in  the  future,  policies 
and  guidelines  will  be  established  and  legislation  proposed  to  harness 
the  State's  influence  in  these  particular  areas. 

En\jZ^o nrmntaZ  StandaKdi  and  Regulations  to  protect  and  enhance  the 
quality  of  the  environment  via  controls  which  prohibit  or  regulate  uses 
of  resources,  release  of  contaminants,  or  storage  of  potentially  hazar- 
dous substances  has  been  a most  important  instrument  available  to  the 
State  to  reduce  the  substantial  and  rising  costs  the  public  fisc  has 
been  bearing  as  the  result  of  public  and  private  environmental  degrada- 
tion. As  discussed  earlier,  many  of  the  social  costs  of  "doing  busi- 
ness" are  not  directly  assumed  by  business,  but  are  treated  as  "negative 
externalities" . 

Through  successive  acts  of  legislation,  the  Commonwealth  has  com- 
mitted itself  to  a high  quality  environment  for  all  its  citizens.  The 
provisions  of  Act  275  creating  the  Department  of  Environmental  Resources 
(DER)  assign  the  responsibility  for  the  promulgation  and  enforcement 
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of  environmontal  rulos  and  regulations  and  all  aspects  of  environmental 
control  to  it.  Five  major  areas  of  state  environmental  regulation  are 
air  quality,  water  quality,  solid  waste,  radiation  and  land  reclamation. 


THE  DEPARTMENT  OF  ENVIRONMENTAL  RESOURCES 


Regulatory  Responsibilities 

Areas  of  Environ-  Administering 

mental  Concern  Bureau 


Air  Quality 


Bureau  of  Air  Quality 
and  Noise  Control 


Water  Quality  Bureau  of  Water  Quality 

Management 

Solid  Waste  Bureau  of  Land  Protection 


Radiation 


Bureau  of  Radiological 
Health 


Land  Reclamation  Bureau  of  Surface  Mine 

Reclamation 


Mandating 

Legislation 

Air  Pollution  Control 
Act 

Clean  Streams  Law 


Solid  Waste  Management 
Act 

Atomic  Energy  Develop- 
ment and  Radiation 
Control  Act 

Surface  Mining  Conser- 
vation and  Reclamation 
Act 


Environmental  control  decisions  involve  economic  decisions.  Trade- 
offs are  inevitable.  It  may  invariably  lead  to  the  demise  of  certain 
industries.  In  some  areas  of  the  State,  development  is  already  becoming 
a question  of  jobs  vs.  esthetics,  especially  where  local  recessions 
would  result  - an  impact  that  might  be  catastrophic  to  one-industry  towns. 
The  question  is  becoming  whether  it  is  economically  possible  to  reallo- 
cate society's  economic  resources  which  in  the  short  run  may  have  adverse 
as  well  as  positive  impacts. 

As  resources  are  devoted  to  reducing  pollution,  those  available 
to  satisfy  other  public  and  private  needs  will  be  reduced.  Moreover, 
some  environmental  measures  taken  to  improve  the  quality  of  life  can 
prove  counterproductive  even  in  terms  of  this  objective  if  they  create 
shortages  of  energy  jobs,  or  vital  raw  materials,  or  increased  costs 
of  consumer  goods  and  services. 
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One's  view  of  enviornmental  regulations  is  inevitably  colored  by 
one's  own  place  at  the  economic  table.  For  example,  ambient  air 
standards  imply  a value  judgment  of  the  social  importance  of  clean 
air  relative  to  the  economic  and  social  cost  of  achieving  it.  It  is 
conceivable  that  a presently  economically  depressed  area  may  want  to 
attract  industry  at  the  expense  of  less  stringent  ambient  air  standards. 

In  summation,  the  enforcement  of  environmental  rules  and  regulations 
is  indirectly  dependent  upon  the  economic  objectives  of  the  Common- 
wealth. For  example,  in  both  the  Air  Pollution  Control  Act  and  the 
Clean  Streams  Law,  there  is  a provision  that  the  pollution  abatement 
procedures  shall  be  modified  when,  in  the  opinion  of  the  Department  of 
Environmental  Resources,  they  cause  undue  economic  hardship. 

Ko.gu.tat'io n commence  and  t^add  has  evolved  largely  on  an  as- 

needed  basis  and  now  extends  to  a great  number  of  areas  (See  Table  ill-, 2)  . 
Coverage  includes  banking,  insurance,  securities,  corporations,  liquor, 
public  utilities,  licensing  of  professions  and  trades,  labor  standards, 
occupational  safety  and  health  standards,  commodity  regulations  and 
anti-discriminatory  practices. 

Unlike  environmental  standards  and  regulations  which  are  lodged 
solely  within  bureaus  of  the  Department  of  Environmental  Resources,  this 
area  of  regulation  is  scattered  throughout  the  Commonwealth  agencies. 

State  legislation  has  vested  the  power  necessary  to  carry  out  broad 
statutory  mandates  in  both  independent  regulatory  and  administrative 
line  agencies.  Approximately  a dozen  State  agencies  exercise  some  de- 
gree of  regulatory  control  over  individuals  or  corporations.  Statements 
of  legislative  policy  are  general,  leaving  to  the  individual  executive 
agencies  the  task  of  making  specific  policy  to  implement  these  objectives. 
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'Table  ’ , _1 1 1~2 

Subject  of 
Regulation 


Brirtking 


Insurance 

Securities 

Corporations 

Liquor 

Public  Utilities 


irofessional  and 
Occupational  Licensing 


AREAS  OF  STATE  REGULATION  of  CoKUtierce  ^pd  .Trade 


Administering 

Agency 

Department  of  Banking 

Department  of  Insurance 

Securities  Coinmission 
Department  of  State 
Liquor  Control  Board 

Public  Utility  Commission 


Department  of  State 


Imposed  On  jijc 


Financial  instituti  j i: 
State -chartered  ban 
saving  associations?! 
credit  unions,  finad'J 
and  loan  corporatio 
pa'/mbrokers 

Domestic  insurance  ; 
companies 

Securities  industry 

Corporations 

State  Stores  and  lit 
private  merchants 
) 

Public  Utility  corp' - 
ations:  electric,  ' j, 
steam  heat,  water, 
telephone,  telegrap? 
sewage  collection  a 
disposal  services,  u 
portation  of  passem: 
and  property  by  ral) 
aircraft,  boat  or  fp 
as  a common  carrier i 
transportation  of  o; 
products  by  pipelini 

Architects , auction;  i 
barbers , chiropract  s 
cosmetologists , deni  i 
funeral  directors,  b 
scape  architects,  mb 
doctors,  motor  vehici 
salesmen,  nurses,  mi 
home  administrators, 
optomotrists , osteoji 
pharmacists,  podiat:> 
engineers,  psycholoci 
public  accountants,  « 
estate  agents,  vetei'j 
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^abor  Stcindards 

Department  of  Labor  and  Industry  Employers 

Occupational  and 
Industrial  Safety 

Department  of  Labor  £nd  Industry  Businesses 

Department  of  Environmental 

Resources 

food  Regulations 

Department  of  Agriculture  Farmers  and 

Milk  Marketing  Board  sellers 

anti -Discrimination 

Human  Relation  Commission  Establishrr.ents  and 

individuals 
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These  agencies  and  their  performance  have  a profound  effect  upon 
the  direction  and  pace  of  State  development  for  they  permeate  almost 
every  area  of  economic  activity.  The  capacity  of  these  agencies  to 
meet  their  responsibilities  and  the  efficiency  with  which  they  operate 
are  of  great  significance  to  the  Commonwealth.  Public  decisions  in 
this  area  can  assure  that  the  sum  of  events  improves  upon  the  other- 
wise random  results  of  economic  activity  only  when  regulatory  acti- 
vities are  adequately  supported  and  effectively  coordinated  with  policy 
goals.  Change,  modification  or  expansion  of  economic  regulation  is  the 
joint  prerogative  of  the  State  legislation  and  the  executive  branch  of 
State  government. 

However,  the  need  to  separate  promotional  functions  from  regulatory 
responsibilities  must  be  addressed,  if  a State  economic  development  pro- 
gram seeks  to  utilize  these  regulations  consciously  as  tools  to  accom- 
plish broad  State  development  objectives.  A promotional  function  is 
one  which  directly  seeks  to  advance  or  preserve  the  competitive  position 
of  an  industry  or  segment  of  it.  To  hold  an  agency  responsible  for  the 
development  of  the  industry  it  regulates  necessarily  distorts  its  res- 
ponsibility to  both  the  industry  and  the  public. 
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Governmental  Assistance  Programs 


There  are  a variety  of  State  assistance  activities  assumed  or  known 
to  have  significant  impacts  on  economic  development.  State  government 
possesses  a potential  for  influencing  the  locus  of  economic  activity. 

Even  though  the  ultimate  source  of  a large  amount  of  funds  may  be  the 
Federal  Government,  the  fact  remains  that  the  states  are  a major  mechan- 
ism through  which  government  expenditures  for  domestic  purposes  are  made. 
While  economic  activity  in  general  will  always  depend  on  policies  at  the 
national  level,  the  individual  states  through  their  control  over  highways, 
education  and  similar  expenditures  wield  siabstantial  influence  over 
development . 
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It  is  difficult  to  assess  the  intertwined  consequences  of  govern- 
ment programs,  because  knowledge  is  limited  about  the  long-term  conse- 
quences of  various  Federal  and  State  actions  on  localities  and  regions. 
Sometimes  the  real  impact  of  economic  development  programs  designed 
explicitly  to  change  growth  patterns  or  to  bolster  a lagging  re 

gion  appears  to  be  far  less  than  the  impact  of  other  programs  whose 
purposes  ostensibly  have  nothing  to  do  with  growth  and  development 
(for  example,  transportation  programs) . 

The  Commonwealth  exercises  direct  influence  over  economic  develop- 
ment through  its  governmental  assistance  primarily  by: 

affecting  private  decisions  through  locations  chosen  for 
public  facilities, 

providing  and  administering  grants,  loans  and  technical 
assistance,  and 

reviewing  development  proposals. 

Federal  and  state  activities,  despite  their  sometimes  grandiose 
intent,  appear  to  have  a limited  though  generally  beneficial  effect  on 
economic  development.  Many  programs  contain  conflicting  objectives 
which  diminish  their  ability  to  alter  trends.  The  strategies  of  one 
agency  may  blur  or  reverse  the  actions  of  others. 

In  addition,  it  appears  clear  from  experience  that  some  programs 
exert  far  greater  influence  on  improving  economic  development  than  other 
programs  do.  Yet  rarely  have  all  the  possible  assistance  tools  been 
consciously  employed  as  a matter  of  policy  for  that  purpose.  (Perhaps 
the  best  example  is  the  implementation  of  highways  programs) . 

The  three  principal  areas  of  government  assistance  administered 
by  the  State  are  public  works,  human  services  and  industrial  development 
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Public.  iiIoA.k6  PA.ogKam6.  It  has  become  increasingly  clear  that  the 
ability  to  attract  new  economic  development  is  dependent  upon  the  extent 
to  which  governments  can  offer  such  advantages  as  adequate  transporta- 
tion, clean  water,  good  sanitation  and  decent  housing  through  public 
works  investments.  Transportation  facilities,  along  with  water  and  sewer 
lines  and  facilities,  are  among  the  major  determinants  of  the  location  of 
economic  development.  Public  decisions  regarding  the  provision  of  these 
facilities  can  be  a major  method  of  influencing  the  location  and  the 
timing  of  private  economic  development  investments. 

Transportation  facilities  have  always  been  a major  determinant  for 
new  development.  Transportation  policies  can  supplement  and  reinforce 
basic  economic  development  policies.  Also,  where  public  utilities  such 
as  water  and  sewer  facilities  are  located  and  when  constructed  largely 
determine  timing  and  location  of  new  growth.  Infrastructure  exerts  a 
substantial  impact  on  development  within  an  area.  They  tend  to  attract 
growth,  acting  as  "keys"  to  opening  up  areas  for  development. 

The  allocation  of  infrastructure  investment  can  be  decisive  in 
channeling  growth  toward  or  away  from  areas,  determining  the  kind  of 
development  that  will  occur,  and  influencing  the  velocity  of  development 
activities.  State  government  has  a comprehensive  interest  and  is  in 
a position  to  guide  and  coordinate  these  activities  toward  the  accom- 
plishment of  economic  development  goals. 

Grants,  loans  and  technical  assistance  provided  under  the  auspices 

of  state  and  state-administered  Federal  programs  are  tools  through 

which  the  Commonwealth  can  directly  influence  economic  development. 

Programs  have  been  identified  which  have  the  greatest  potential  impact 

on  economic  development  and  which  appear  to  be  subject  to  some  degree 

111-3,4.) 

of  State  discretionary  control  (see  Tables  The  manipulation  of 

these  programs  could  provide  some  degree  of  influence  over  the  location 
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and  timing  of  development  inducing  activities.  The  challenge  is  to 
utilize  these  tools,  at  least  with  regard  to  validated  "Development 
Opportunities",  in  unified  investment  schedules  which  support  and  en- 
hance economic  development  possibilities. 

The  review  of  development  proposals  provides  for  the  exercise  of 

I 

at  least  minimal  control  over  public  works  programs.  The  issuance 
of  0MB  Circular  A-95  facilitates  intergovernmental  cooperation  by  of- 
fering state  government  the  Cpportunity  to  comment  on  the  consistency 
of  proposed  projects  with  state  policies,  plans  and  programs.  Review 
of  proposed  Federally-financed  local  projects,  state  plans  required  as 
a condition  of  Federal  funding  of  programs,  and  Federal  development  pro 
posals  provides  the  Commonwealth  with  a mechanism,  albeit  imperfect,  for 
influencing  development  and  reshaping  Federal  policies  and  programs  to 

serve  more  effectively  the  citizens  of  Pennsylvania. 

( 

Finally,  state  programs'  and  investments  can  be  better  integrated 
by  supporting  time-phased  development  in  large-scale  projects  whereby 
the  rate  of  private  development  is  contingent  upon  the  availability 
of  facilities  and  services  provided > in  part  through  State  capital  expen 
ditures  for  infrastructure  placement  timed  in  accordance  with  a devel- 
opment schedule.  Federal  grant-in-aid  activities  can  be  coordinated 
with  State  approval  of  loans  and  grants-  to  local  government  used  to 
ensure  that  the  projects  funded  are  predicated  on  sound  area-comprehen- 
sive planning. 

A caution  is  warranted  in  attempting  the  provision  of  help  every- 
where to  everyone  through  general  expenditures  supporting  investments 
in  all  functional  areas.  This  approach  can  be  wasteful  and,  even 
worse,  ineffectual.  On  the  other  hand,  providing  help  only  in  economi- 
cally productive  areas  might  widen  the  gap  between  growing  and  lagging 
areas  and  exacerbate  social,  fiscal  and  institutional  problems.  To 
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avoid  frittering  away  investments  and  spreading  too  little  over  too 
many  places,  the  Commonwealth  is  actively  attempting  to  concentrate 
certain  public  investments  in  support  of  specific  "Development  Oppor- 
tunities" to  generate  the  scale  and  external  economies  needed  for 
generating  economic  growth.  Nevertheless,  the  existing  pattern  of  dis- 
persed investments  reflects  political  constraints  imposed  by  a demo- 
cratic society. 

Human  Se^utce-6  PA.ogn.am6  are  supporting  activities  that  enable  indi- 
viduals to  have  access  to  a better  life.  Poor  education  and  health  are 
major  barriers  to  developing  viable  local,  state  and  National  economies. 
The  development  of  human  resources  is  essential  to  compete  effectively 
as  a modern  economy  on  any  level. 

Local  political  leaders  tend  to  favor  construction  of  highways  and 
similar  economic  development  over  human  resource  development  and  man- 
power programs.  In  part,  this  relates  to  migration  issues.  Relatively 

high  political  priority  is  attached  to  these  activities  because  they 
and 

are  tangible, ^represent  an  accepted  means  to  obtain  increased  economic 
activity  in  human  beings. 

Economic  development  is  dependent  upon  the  existence  of  a skilled 
labor  force,  without  which  a community  cannot  attract  and  hold  the 
industry  and  employment  it  needs  for  stability  and  future  economic  growth. 

Increased  education  is  a powerful  and  efficient  instrument  for 
raising  low  incomes.  People  with  low  education  suffer  much  more  unem- 
ployment on  the  average  than  people  with  higher  education.  Education 
and  training  make  workers  adaptable,  keeping  pace  with  the  changing 
demand  for  labor. 

General  education  and  vocational  training  programs  have  two  impor- 
tant contributions  to  make  to  overall  economic  development: 
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• they  provide  people,  before  they  enter  the  labor  force/ 
with  the  education  that  will  make  them  trainable  and 
employable; 

• they  prepare  people  for  retraining  after  they  have  entered 
the  labor  force. 

Development  of  human  resources  has  been  hampered  not  only  by  de- 
teriorating educational  facilities,  but  also  by  inadequate  health  faci- 
lities. It  would  be  pointless  to  discuss  education  and  training 
without  concomitant  programs  to  improve  general  health.  Health  pro- 
grams are  essential  components  of  an  economic  development  program.  The 
maintenance  of  health  and  prevention  of  disease  enable  citizens  to  con- 
tribute in  great  measure  to  the  economic  development  of  the  Commonwealth. 

In  general,  rural  areas  experience  above  average  difficulties  in 
providing  adequate  health  care  because  of  low-density  population  and 
scattered  settlement.  Compounding  the  problem  is  the  fact  that  present 
investments  in  existing  health  facilities  and  services  are  often  in- 
accessible to  outlying  rural  residents.  Thus,  major  economically  pro- 
ductive areas  suffer  because  of  rural  character  in  an  age  when  distri- 
bution of  health  manpower  and  facilities  is  highly  correlated  with 
urbanization . 

State  and  Federal  governments  have  responded  in  recent  years  through 
the  establishment  of  programs  which  provide  basic  financial  assistance 
to  individuals  and  provide  health  facilities  and  services.  The  State 
Medicaid  program,  comprehensive  health  planning  activities,  and  other 
programs  exist  to  improve  health  care  and  delivery  of  basic  services. 

Poverty  is  one  of  the  Commonwealth’s  most  difficult  and  perplexing 
problems.  The  poor  today  are  largely  those  unequipped  for  earning  an 
income;  the  very  old,  the  very  young,  the  sick  and  the  disabled.  To 
help  attack  the  national  problem  the  state  has  a traditional  array  of 
programs . 
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Public  assistance  in  Pennsylvania  is  composed  of  4 categories  of 

assistance: 

Aid  to  Families  with  Dependent  Children  (AFDC)  - grants 
to  needy  families  with  children 

Supplemental  Security  Income  (SSI)  - grants  to  aged,  blind 
and  disabled  low  income  persons 

General  Assistance  (GA)  - grants  to  needy  persons  not  eligible 
for  other  types  of  assistance  or  for  those  who  have  special 
or  additional  needs  not  met  by  other  granting  programs. 

State  Blind  Pension  (SBP)  - grants  to  blind  persons  who 
are  unable  to  earn  a livelihood. 


General  Assistance  and  State  Blind  Pension  grants  are  completely 
State-funded.  Aid  to  Families  with  Dependent  Children  grants  consist 
of  55  percent  Federal  Funds  and  45  percent  State  Funds.  Supplemental 
Security  Income  grants  are  Federally  administered  with  Commonwealth 
matching  grants  of  $32.40  for  an  individual  and  $48.70  for  a couple. 

The  AFDC  and  GA  grant  levels  are  at  85  percent  of  the  Commonwealth's 
defined  minimally  acceptable  standard  of  living. 

Those  who  are  found  to  be  employable  are  required  to  register 
with  the  Work  Incentive  (WIN)  program  and  with  the  Bureau  of  Employment 
Security,  to  remain  eligible  for  cash  assistance.  The  WIN  program 
trains  and  finds  employment  for  those  assistance  recipients  who  are 
employable  and  not  exempt  from  the  program. 

Four  major  indictments  against  the  existing  public  assistance  sys- 
tem are  usually  cited: 

. Disincentives  and  inequities  built  into  the  present 
system  tend  to  perpetuate  the  very  poverty  that  it  is 
intended  to  alleviate  and  to  encourage  continued  depen- 
dency on  welfare. 

. Benefits  are  not  sufficient  to  provide  a decent  living 
for  most  recipients. 
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. The  system  is  too  limited  in  its  coverage. 

. Wide  disparities  among  states  in  welfare  levels  re- 
sult in  some  states  assuming  a disproportionate  share 
of  the  welfare  burden. 

Unfortunately,  there  are  no  obvious  State  solutions  to  the  problem 
of  public  assistance  that  will  greatly  reduce  dependency  in  the  near 
future.  Reform  of  the  welfare  system  must  be  considered  a top  federal 
priority.  The  Commonwealth  will  continue  to  support  the  articulation 
and  (hopefully)  resolution  of  this  issue  in  all  available  national 
forums. 

Indu.4>tfiial  Vevelo pm(2.nt  P^og^am6  . As  do  most  states,  Pennsvlvania 
has  in  existence  a wide  range  of  programs.  In  addition,  it  helos 
to  administer  several  other  closely  related  federal  economic  development 
programs.  It  is  a matter  of  record  that,  in  the  past,  the  Commonwealth 
has  been  considered  an  innovator  in  the  field  of  State  industrial  de- 
velopment programming.  For  example,  the  Pennsylvania  Industrial  Devel- 
opment Authority  (PIDA)  concept  was  one  of  the  first  such  state  programs 
and  quickly  became  a model  for  similar  approaches  in  most  states  through 
out  the  country. 

However,  as  discussed  at  length  earlier,  the  challenge  for  the 

future  is  for  the  Commonwealth  to  regain  the  stature  as  innovator  in 

today's  rapidly  changing  national  economic  environment.  To  accomplish 
this,  the  focus  of  development  planning  must  be  expanded  considerably 
beyond  the  traditional  industrial  development  perspective. 

Nonetheless,  the  States  does  have  a formidable  base  of  existing 
programs  which  can  act  as  significant  tools  in  support  of  future  inno- 
vation. The  provision  of  information  is  probably  the  most  basic. 

Various  statistical  and  economic  analyses  and  annual  publications  are 
produced  by  the  Commonwealth.  The  most  useful  service,  in  particular 
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to  firms  exploring  the  possibility  of  locating  within  Pennsy Ivar^ia , is 
the  inventory  of  industrial  sites,  which  includes  information  about 
availability  of  transportation,  water  and  waste  disposal,  labor  and 
skills,  and  community  resources  and  services.  This  inventory  of  indus- 
trial sites  makes  it  possible  for  firms  planning  to  erect  new  plants 
to  obtain  from  a single  source*  within  the  Commonwealth  the  information 
they  need  as  to  the  existence  of  apparently  feasible  locations. 

Another  informational  activity  is  the  promotion  of  special  attrac- 
tions of  Pennsylvania,  both  industrial  and  otherwise.  There  is  a well- 
developed  campaign  to  persuade  business  firiris  to  locate,  carried  out 
through  advertisements  in  various  media.  More  importantly,  specialist 
field  representatives  are  available.  A Foreign  Trade  Referral  Service 
participates  in  trade  fairs  and  missions,  supplementing  the  efforts 
of  a European  office  in  Brussels  and  a representative  in  Switzerland. 

Programs  designed  to  promote  specific  industries  and  products  of 
the  State,  as  well  as  tourism  in  general,  exist.  Products  promoted 
are  overwhelmingly  agricultural.  In  most  instances,  the  promotion  of 
products  is  coordinated  with  councils  representing  product  interests. 
Members  of  these  councils  assess  themselves  based  on  their  productivity. 
These  funds  are  then  used  for  future  promotional  activities. 

In  addition  to  this  product  promotion,  the  attraction  of  tourism 
is  viewed  as  a major  means  of  stimulating  the  State's  economy.  Penn- 
sylvania's tourism  program  is  composed  of  two  separate,  but  complemen- 
tary programs.  The  first  is  a grant  program  aimed  at  subsidizing  local 
tourist  promotion  agencies;  the  second  is  a program  of  national  and 
regional  advertising  and  promotion. 

* the  Department  of  Commerce,  Bureau  of  Economic  Development 
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Beyond  the  information  and  promotion  function,  the  Commonwealth 
helps  make  available  to  business  the  critical  production  inputs  such 
as  labor,  land  and  capital. 

Ensuring  that  vigorous  companies  have  access  to  sufficient  labor 
with  requisite  skills  is  essential.  The  Bureau  of  Employment  Security 
is  potentially  the  most  important  source  of  information  of  the  labor 
force  in  local  economies.  Services  such  as  the  Job  Bank  and  the  Occu- 
pational Employment  Survey  (OES)  are  probably  valuable  in  this  area. 

v. 

Another  resource  or  input  which  the  State  can  make  available  is  a lo( 
tion  specifically,  an  industrial  site.  The  Site  Development  and  the 
Industrial  Development  Assistance  programs  provide  basic  facilities  to 
firms  locating  in  Pennsylvania.  The  availability  of  these  needed  in- 
vestments provides  stimulus  in  plant  location  decisions. 

The  final  type  of  vital  production  input  facilitated  by  the  State 
is  capital.  To  meet  the  demand  for  financial  assistance,  in  1956  the 
Commonwealth  established  the  Pennsylvania  Industrial  Development  Author!' 
A public  statewide  agency  with  initial  funds  appropriated  by  the  General 
Assembly,  its  purpose  is  to  supplement  local  financing  efforts  with  a 
State  program  to  make  available  long-term  capital  at  low  rates  of  inter- 
est to  firms  locating  in  depressed  areas  of  the  State.  To  provide 
greater  investment  resources,  PIDA  financing  no  longer  relies  on  General 
Fund  appropriations.  It  is  supported  by  tax-exempt  Commonwealth  bonds. 

As  a supplement,  the  Revenue  Bond  and  Mortgage  Program  makes  use 
of  tax-exempt  loans  from  private  financial  institutions  to  provide  100% 
financing  for  new  and  expanded  facilities,  as  well  as  air  and  water 
pollution  equipment.  Because  no  State  appropriation  is  involved,  fin- 
ancial market  pressures  limit  the  number  of  projects  to  be  financed. 
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The  Minority  Business  Development  Authority  also  proviles  loans, 
technical  assistance  and  program  liaison  to  minority  businesses. 

The  past  contributions  of  these  programs  appears  to  have  been 
significant.  But  as  discussed  previously,  their  influence  in  the 
changing  national  economic  environment  may  be  waning.  Of  particular 
concern  is  their  lack  of  attention  to  probable  new  opportunities  in 
the  Services  Sector.  Also  gaining  attention  is  the  use  of  these  pro- 
grams to  reduce  the  financial  obstacles  for  industry  in  small  rural 
growth  centers  and  in  areas  of  chronic  labor  surplus.  The  shortage  of 
available  funds  for  loans  combined  with  an  inability  to  carry  the  going 
interest  rates  in  certain  areas  has  effectively  deterred  business  from 
locating  there  despite  definite  market  opportunities.  By  offering  loans 
at  competitive  rates,  the  State  can  provide  an  additional  and  less 

costly  source  of  credit  for  firms  willing  to  locate  in  areas  where 
contribute  to 

development  would/future  overall  State  planning  objectives.  This  type 
of  financial  aid  can  facilitate  the  location  of  industry  in  areas  where 
private  capital  is  otherwise  scarce. 

Research  and  development,  that  is,  the  application  of  scientific 
and  technological  research  to  product  development,  has  become  an  increas- 
ingly important  economic  function  in  recent  years.  Whole  new  industries 
have  arisen  with  great  rapidity.  State  officials  concerned  with  econo- 
mic development  are  now  placing  emphasis  on  research  and  development 
activities  by  encouraging  greater  utilization  of  existing  R&D  facilities 
which  are  plentiful  and  one  of  the  State's  recognized  assets. 

State  agencies  and  State  universities  involved  in  research 
and  development  create  a favorable  technological  climate.  The  Governor's 
Science  Advisory  Council  makes  recommendations  concerning  improvement 
of  the  Commonwealth's  climate  for  research  and  development,  assesses 
Pennsylvania's  competitive  appeal  for  attracting  and  retaining  research 
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and  development  activities  and  suggests  ways  in  which  the  state  can 
contribute  to  scientific  and  industrial  progress  throughout  the  nation. 

Another  possible  programmatic  approach,  already  discussed  to  some 
extent  in  the  taxation  setment  of  this  chapter,  is  the  granting  of  tax 
exemptions.  The  tax  approach  has  several  advantages  when  compared  to 
alternate  arrangements.  Businesses  can  plan  for  available  tax  exemp-^ 
tions  more  easily  than  on  the  availability  of  low-interest  loads;  tax 
policy  changes  are  less  likely  to  occur  than  changes  in  policy  respecting 
other  forms  of  subsidy.  Tax  credits  interfere  least  with  business  de- 
cisions and  have  greater  appeal  to  business  because  they  permit  greater 
flexibility  in  managerial  decisions.  Nonetheless,  tax  incentives  are 
somewhat  erratic  in  operation  because  the  amount  of  benefit  to  any  one 
firm  depends  upon  a number  of  unrelated  circumstances  connected  with 
its  own  special  tax  computations  (whether  it  has  any  tax  liability  at 
all,  what  its  effective  rate  is,  and  so  forth).  Critics  assail  this 
approach  because  it  relies  almost  exclusively  on  profit  motives  which 
require  that  management  focus  on  increasing  productivity  of  the  already 
trained  worker  rather  than  the  needs  of  the  less  skilled  and  unemployed 
worker  produced  by  major  shifts  in  the  national  economy. 
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SUMMARY  LI STII€OF  COMMONWEALTH  PROGRAMS 
RELATED  TO  FEDERAL  AREAWIDE  PLANNING  PROGRAMS 

As  discussed  in  the  next  chapter,  the  Appalachian  Regional  Comir.ission 
has  begun  to  develop  an  innovative  approach  using  its  program  and  its 
multi-county  Local  Development  Districts  as  a mechanism  to  coordinate 
the  investments  of  closely  related  federal  development  programs.  This 
Areawide  Action  Program  (AAP)  concept  is  strongly  endorsed  by  the 
Commonwealth  as  a means  of  coordinating  the  range  of  federal  assistance 
programs  frequently  referred  to  as  comprehensive  "Areawide  Planning"  or 
simply  "areawide"  programs  listed  in  Chapter  I.  This  range  of  programs 
is  simultaneously  closely  related  to  a specific  range  of  existing 
Commonwealth  assistance  programs.  These  federal  and  state  programs 
should  be  viewed  as  the  "core"  of  assistance  programs  especially  useful 
in  effecting  coordination  of  development  planning  activities  in  the 

Commonwealth . 

III-3 

Table  presents  the  list  of  State  assistance  programs  most 

III-4 

directly  related  to  the  federal  areawide  programs.  Table  presents 
a list  of  other  Commonwealth  assistance  programs  which  are  presently 
indirectly  related  to  the  federal  programs. 
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Table  III- 3:  selected  state  assistance  programs  directly 

RELATTID  TO  FEDERAL  AREAWIDE  PLANNING  PROGRAMS 
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1506.1  Urban  Mass  Transportation  (Pennsylvania  Mass  Department  of  Transportation 

Financial  Assistance  for  Transportation  Assistance  Bureau  of  Mass  Transit  Systems 

Facilities  and  Equipment  Authority  Law  of  1967; 

Act  7,  approved  Jan.  22,  1968) 
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able  I1I-4:  SELECTED  STATE  ASSISTANCE  PROGRAMS  INDIRECTLY 
RELATED  TO  FEDERAL  AREAWIDE  PLAiraiNG  PROGRAMS 
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A MODEL  FRAMEWORK  FOR  CQLM:-10N;NrS,\LTH 
DEVELOPMENT  PLANNING:  THE  BASIC 
STRUCTURE  OF  THE  APPALACHIAN  DEVEL- 
OPMENT  PROGRAM  IN  PENNSYLVANIA 


The  Appalachian  Regional  Commission  (ARC)  is  a joint  federal/ 
multi-state  regional  agency  with  planning  and  implementation  auth- 
ority. The  Commission  carries  out  this  authority  in  two  important 
ways;  first,  it  provides  supplemental  planning  grants  and  ARC 
development  dollars  to  Local  Development  Districts  (LDDs) ; second, 
it  serves  as  advocate  for  the  thirteen-state  Appalachian  Region 
in  generating  support  in  the  Congress  and  among  the  federal  agencies 
for  the  development  programs  and  policies  of  member  states. 

The  language  of  the  1965  Appalachian  Regional  Development  Act 
is  clear  in  its  intent  to  promote  areawide  planning  and  development 
as  a primary  link  between  state  and  local  government  program  admin- 
istration. The  Act  authorizes  the  expenditure  of  ARC  funds  to  help 
finance  planning  programs  in  certified  Local  Development  Districts 
and  directs  the  ARC  to  encourage  the  formulation  of  Local  Develop- 
ment Districts  in  the  thirteen-state  Appalachian  Region.  Currently, 
there  are  sixty-nine  LDDs  receiving  planning  assistance  grants 
from  ARC  (see  Map  IV  1)  .Of  these,  seven  are  in  Appalachian  Pennsylvania. 

Decisions  to  designate  Local  development  districts  rests  with 
each  state  and  its  governor.  LDD  authority  to  plan  and  to  engage 
in  other  functions  is  defined  by  each  state's  legislation  and  by 
local  preferences.  This  flexibility  explains  the  wide  variation 
among  LDD  programs.  However,  the  single  characteristic  common  to 
all  LDD's  in  Pennsylvania  as  in  other  Appalachian  states  is  a multi- 
county and  multi-functional  approach  to  planning  and  development 
within  a framework  of  public  participation. 

"...Areawide  planning  and  development  district  commissions 
designated  as  LDDs  are  also  frequently  Economic  Development  Districts 
under  EDA 'designation,  areawide  planning  organizations  approved  for 
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Map  IV-1  ^ 
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assistance  by  HUD  under  their  Comprehensive  Planning  Assistance 
(Section  701)  Program,  and  Regional  Clearinghouse  designated  under 
the  0MB  Circular  No.  A-95  Project  Review  and  Notification  System 
Procedures.  Less  frequently  they  are  the  areawide  law  enforcement 
assistance,  comprehensive  areawide  health  planning  and  transportation 
planning  agency."* 

In  addition  to  the  program  diversity  of  the  Appalachian  LDDs, 
they  carry  out  a wide  range  of  activities  including: 

"...planning  for  areawide  development;  assistance  to  local 
governments  and  other  eligible  participants  in  the  development  of 
proposals  for  joint  programs  and  projects  and  facilitating  ob- 
taining grant-in-aid  support  for  them;  research  and  studies  of 
areawide  resources,  problems,  and  potentials;  technical  planning 
and  research  assistance  to  participating  local  governments;  review 
of  grant-in-aid  proposals  and  coordination  with  local  governments 
including  the  developmient  of  priorities  for  Appalachian  assisted 
projects;  assistance  and  encouragement  for  companies  and  industries 
seeking  to  locate  in  the  area;  and  encouraging  and  facilitating 
areawide  cooperation  and  local  cost-sharing  of  services."** 

The  Commonwealth  relies  heavily  upon  LDD  input  and  participation 
in  the  State  development  planning  process.  Conversely,  the  state 
provides  input  into  the  LDD  Areawide  Action  Program.  Technical  inte- 
gration of  Statewide  and  areawide  action  programs  is  in  close  con- 
formance with  the  general  policies  and  principles  embodied  in  the 
Appalachian  Regional  Development  Act: 


* Appalachian  Regional  Commission,  Local  Development  Districts  in 
the  Appalachian  Program,  (Washington,  D.C.:  Appalachian  Regional 
Commission,  September  1975),  p.l. 

**  Ibid,  p.2 
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"The  Commission's  development  planning  process  will  place 
increased  emphasis  on  an  areawide  development  strategy.  While  State 
Development  Plans  will  continue  as  the  mechanism  for  governing 
investment  action  programs,  LDD  areawide  action  programs,  neverthe- 
less, can  provide  and  enhance  substate  areawide  contribution  into 
the  State  planning  process.  An  action  program  can  present  develop- 
ment policies  and  priorities  of  the  area  to  allow  local  leaders  a 
better  strategy  for  the  use  of  local  funds  and  to  present  to  the 
State  as  broad  a range  of  recommendations  as  possible  for  the  use 
of  State  and  Federal  funds  with  areawide  significance,  as  well  as 
for  selection  of  projects  proposed  for  Appalachian  funding".* 


* Appalachian  Regional  Commission,  A Report  Prepared  to  Sup- 
port and  Explain  a Proposed  Legislative  Program,  Adopted  in  Sept- 
ember 1974,  for  the  Appalachian  Regional  Commission,  (Washington 
D.C.:  Appalachian  Regional  Commission,  1974),  p.  4-1. 
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STRENGTHENING  THE  DEVELOPMENT  PLANNING  FRAMEWORK  THROUGH  SOUND 

REGIONAL  AREAWIDE  ACTION  PROGRAMS 

The  Commonwealth,  in  concert  with  ARC'S  Areawide  Action  Program- 
ming concept,  has  established  a specific  management  framework  for 
an  overall  development  and  investment  process  that  links  planning 
to  implementationThe  principal  objectives  are: 

• to  help  meet  needs,  solve  problems,  stimulate  economic 
growth,  and  achieve  strategic  objectives  through  multi- 
year and  one-year  priority  funding  schedules  involving 
more  than  one  agency; 

* to  permit  local  governments  and  public  or  private  agencies 
within  a development  district  to  organize  a consolidated 
development  investirtent  program  that  will  meet  planning, 
priority  setting,  and  other  funding  requirements  of  ARC, 
federal,  state  and  local  functional  agencies; 

• to  eliminate  duplication  of  effort  in  LDDs  involved  in 
multiple  functional  planning  and  programming  for  ARC, 
federal,  state  and  local  funding  agencies; 

' to  provide  a method  for  efficient  interagency  coordination 
and  funding  of  projects  and  programs; 

* to  help  facilitate  the  realization  of  State  and  national 
policies  and  priorities  at  the  areawide  and  local  level; 

* to  relate  areawide  comprehensive  planning  to  action  pro- 
gramming (investments)  to  achieve  development  objectives; 
and 

• to  provide  a basis  for  improving  the  monitoring,  manage- 
ment and  evaluation  of  local  and  areawide  programs  and 
projects  by  the  State. 

Investment  decisions  made  at  the  local  level  to  help  achieve 
sub-state  areawide  objectives  as  well  as  Commonwealth  and  ARC  ob- 
jectives will  be  determined  in  each  district's  Areawide  Action  Pro- 
gram (AAP)  document.  Development  strategies  to  guide  and  control 
the  quantity  and  quality  of  development  along  with  well  coordinated 
program  investments  from  multiple  funding  sources  are  integral  parts 
of  the  AAP ' s conceptual  framework.  The  AAP's  planning  and  develop- 
ment framework  will  allow  LDDs  to  plan  for  new  trends,  influence 
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existing  trends,  and  solve  critical  problems  and  needs. 

1975  amendments  to  Section  225  of  the  Appalachian  Regional 
Development  Act  stress  the  importance  of  local  participation  in 
arc's  development  program.  Section  225  also  emphasizes  the  need 
for  improved  coordination  among  the  various  federal  agencies  that 
have  a role  in  implementation  of  multi-functional  Areawide  Action 
Programs. * 

Section  225  of  the  1975  Amendments  establishes  a federal-state- 
local  strategy  for  economic  development,  with  the  Appalachian  State 
Development  Planning  Process  being  the  pivotal  element  in  the  frame- 
work. The  responsibility  and  decision-making  authority  for  planning 
and  development  has  been  returned  to  the  state  and  local  level.  The 
primary  responsibility  for  making  prc^usss  toward  achieving  goals 
and  objectives  rests  with  the  Governor  and  board  members  of  LDDs. 
However,  without  financial  assistance  from  the  federal  level,  pro- 
jects and  programs  that  would  contribute  to  goal  achievement  cannot 
be  realized.  Hopefully,  the  blending  of  federal,  state  and  local  ef- 
'orts  will  crystalize  ARC'S  partnership  approach  to  investment  de- 
cion-making,  planning  and  development,  so  that  adequate  financial 
support  for  Areawide  Action  Programs  will  be  forthcoming  from  the 
appropriate  federal  funding  agencies. 


* To  ensure  that  the  implementation  is  realized.  Subsection  (c)  of 
the  1975  Amendments  states: 

"To  the  maximum  extent  practicable,  Federal  departments,  agen- 
cies and  instrumentalities  undertaking  or  providing  financial 
assistance  for  programs  or  projects  in  the  region  shall  (1)  take 
into  account  the  policies,  goals,  and  objectives  established 
by  the  Commission  and  its  member  States  pursuant  to  this  Act; 

(2)  recognize  Appalachian  State  Development  Programs  approved 
by  the  Commission  as  satisfying  requirements  for  overall  econo- 
mic development  planning  under  such  programs  or  projects;  and 

(3)  accept  the  boundaries  and  organization  of  any  local  devel- 
opment district  certified  under  this  Act  which  the  Governor  may 
designate  as  the  areawide  agency  required  under  any  such  pro- 
gram undertaken  or  assisted  by  such  Federal  departments,  agen- 
cies, and  instrumentalities." 
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The  Commonwealth  and  ARC'S  basic  objective  is  regional  devel- 
opment with  a priority  and  emphasis  on  economic  development.  Area- 
wide Action  Programs  will  help  to  realize  this  objective  through 
improved  annual  investment  programs.  The  investment  program  will 
schedule  projects  and  programs,  particularly  those  of  areawide 
significance,  that  would  promote  growth  and  development.  The  pre- 
paration of  AAPs  has  the  potential  of  integrating  areawide  develop- 
ment plans  and  programs  into  a comprehensive  planning  and  program- 
ming process  with  a multi-year  investment  schedule  as  a decision- 
making tool. 

Each  region's  AAP  document  shall  include  two  major  components. 

The  planning  component  consists  of  an  analysis  of  major  issues, 
needs,  problems,  asserts,  and  resources  of  the  LDD  which  will  then 
help  define  development  policies,  strategies,  and  major  priorities. 

The  programming  component  of  the  AAP  consists  of  a one-year  and 
multi-year  funding  schedule  for  programs  and  projects  of  areawide 
significance.  Such  programs  and  projects  shall  be  formulated  within 
the  context  of  areawide,  state,  federal,  and  ARC  region  and  subregional 
policies,  development  strategies  and  priorities. 
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REGIONAL  AREAWIDE  ACTION  PROGRAMS;  FIVE  BASIC  STEPS  LINKING 

PLANNING  TO  ACTION* 

A district  Areawide  Action  Program  will  consist  of  five  basic 
steps:  (1)  the  establishing  of  a planning  and  programming  process; 

(2)  identifying  local,  state,  and  multi-state  development  opportuni- 
ties (DOs) ; (3)  determining  priorities;  (4)  designing  one-year  and 

mu].ti-year  development  programs  and  implementation  schedules  and; 

(5)  funding  and  implementation  of  projects  and  programs.  (see 
FigureIV''l).A  discussion  of  the  five  steps  in  the  general  framework 
follows : 

i 

Planning  and  Programming 

The  AAP  depends  upon  the  proper  use  of  planning  and  programming. 
Planning  and  programming  are  combined  in  the  AAP  for  the  purpose  of 
achieving  specific  areawide  priorities  and  objectives  that  are  needed 
to  help  solve  the  needs  and  problems  of  the  local  communities.  An 
effective  planning  and  programming  process  is  the  heart  of  a District 
AAP.  (see  Figure  IV- 2)  . 

The  planning  phase  facilitates  identifying  the  substance  of  the 
LDD's  economic  development  program.  The  programming  phase,  on  the 
other  hand,  requires  that  projects  and  programs  be  reviewed  and  pro- 
grammed for  implementation  with  ARC,  State,  local  and  a wide  range 
of  federal  funds  and  private  investments.  The  comprehensiveness  of 
the  combined  planning  and  programming  process  allows  LDDs  to  inte- 
grate such  major  federal  programs  as  EDA,  USDA,  HEW  and  HUD  into 
the  process.  The  proper  use,  coordination  and  selection  of  program 
funds  in  relation  to  ARC  funds  facilitates  a broader  funding  structun 
for  solving  problems.  Therefore,  the  planning  and  programming  com- 

* Discussion  of  AAP  framework  components  incorporates  language  from 
the  ARC  draft  report,  "The  Conceptual  Framework  of  the  Areawide 
Action  Program" . 
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Figure  IV-1  The  General  Framework  of  the 
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SOURCE:  Appalachian  Regional  Commissj.on,  The  Conceptua]  Framework  of  the  Areawic^j 

Action  Program^  (Washington,  D.C.:  Appalachian  Refjiona]  Commission,  n . c;  - 


Figure  IV-2  The  AAP  System:  Planning  and  Programming  Phases 
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SOURCE;  Appalachian  Regional  Commission,  Tne  Conceptual  Framework  of>  the  Areawide 
Action  Program,  (Washington,  D.C.:  Appalachian  Regional  Commission,  n.d.) 


ponent  of  the  framework  is  a key  component  for  developing  an  effec- 
tive AAP. 

Identification  of  Development  Opportunities 

Development  opportunities  provide  a focal  point  in  the  planning 

process  that  gives  full  weight  to  project  and  program  implementation. 

Based  on  section  200-A  of  the  ARC  Code,  the  Comraonwealth  defines  a 

"development  opportunity"  as: 

a special  situation  which  enables  translation  of 
compatible  state  and  regional  planning  strategies 
into  specific  actions.  These  actions  represent 
a feasible  set  of  concentrated  investments,  policy 
decisions  or  other  alternatives  which  help  to 
realize  certain  potentials  for  developmient , and  there- 
by alleviate  a serious  deficiency  in  citizen  or  com- 
munity well-being. 

The  orientation  of  current  planning  efforts  is  for  the  state 
and  regional  planning  agencies  to  aggressively  seize  upon  develop- 
ment opportunities  that  can  increase  the  benefits  of  future  growth 
needed  to  produce  more  jobs  and  higher  incomes.  Thus,  a develop- 
ment opportunity  should  have  an  identified  relationship  to  the 
existing  pattern  of  designated  growth  areas.  This  means  that  public 
investment  decisions  will  favor  projects  linked  to  development  op- 
portunities located  in  areas  with  a significant  potential  for  future 
growth  where  the  expected  return  on  limited  public  dollars  will  be 
the  greatest.  However,  it  may  be  possible  to  capitalize  on  a speci- 
fic development  opportunity  not  located  within  a designated  growth 
area  if  the  location  and  access  characteristics  of  the  area  suggest 
that  it  could  become  important  as  a source  of  employment  and  services 
for  a surrounding  population. 
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A development  opportunity  can  be  site  specific  in  terras  of  its 
geographic  location,  yet  may  have  impacts  that  are  of  regional, 
statewide  or  multi-state  significance.  The  impact  of  Tennessee-Tom- 
bigbee  Waterway  development  project  or  the  proposed  new  U.S.  Steel 
Plant  in  the  Erie  area  will  span  a large  area  and  produces  substan- 
tial spillover  benefits  in  a multi-state  area.  In  contrast,  a major 
downtown  renewal  project  may  impact  in  a significant  way  on  the  local 
and  regional  economy,  but  has  minimal  spread  effect  beyond  the 
primary  impact  area. 

Development  opportunities,  as  distinct  from  separately  identi- 
fied single-purpose  projects,  are  multi-functional  in  scope,  signi- 
ficant in  scale,  and  capable  of  producing  substantial  multi-program 
benefits.  Because  of  these  important  distinctions,  pursuit  of  dev- 
elopment opportunities  requires  a higher  degree  of  technical  coordi- 
nation and  funding  integration  than  is  necessary  for  individual  pro- 
jects that  are  not  linked  to  multi-purpose  developments  and  program- 
ming strategies.  These  requirements  mean  that  an  interagency  approach 
is  not  only  desirable,  but  is  essential  for  the  effective  mobili- 
zation of  federal,  state  and  local  resources  needed  to  capitalize 
on  unrealized  development  potentials. 

It  is  this  recognition  that  prompted  the  Governor  of  Pennsylvania 
to  create  an  interagency  committee  charged  with  the  responsibility 
of  coordinating  public  programs  and  integrating  funds  for  a wide  range 
of  projects  related  to  the  state's  Development  Opportunities  Program. 

Examples  of  development  opportunities  currently  being  considered 
for  special  state  and  federal  funding  support  are  such  large-scale 
developments  as  the  VW  plant  installation  in  New  Stanton,  Pennsylvania 
and  the  U.S.  Steel  plant  project  near  Erie.  Development  opportunities 
smaller  in  scale  include  the  set  of  concentrated  investments  and 
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policy  decisions  linked  to  the  accelerated  growth  area  strategy  in 
the  North  Central  Region,  the  inland  port  of  entry/distribution 
center  complex  in  the  Northeast  Region,  efforts  to  capitalize  on  the 
forest  resources  potential  in  the  Susquehanna  Region  and  the  Conrail 
training  center  in  the  Southern  Alleghenies  Region. 

Establishment  of  Priorities 

After  the  identification  of  Development  Opportunities  and  growth 
areas,  planning  priorities  can  be  established.  These  planning  priori- 
ties are  not  established  solely  on  the  basis  of  what  projects  and 
progrcims  must  be  funded  in  a single-year,  but  also  on  the  basis  of 
the  time-phasing  of  development  throughout  the  life  cycle  of  the  AAP . 
The  priorities  will  be  based  on  an  overall  development  strategy  for 
the  growth  snd  development  of  the  LDD.  Priorities  can  be  determined 
by  the  LDD  according  to  the  functional  program  areas  (health,  educa- 
tion, etc.)  by  funding  source,  by  regional  impact  and  population 
served,  or  by  other  important  decision  variables.  It  should  be  noted 
that  LDD  priorities  are  carefully  considered  in  the  State's  final 

prioritization  of  investments  by  weighing  overall  project  impact  (i.e. 

socio-economic,  environmental,  fiscal  and  institutional)  and  esti- 

mated feasibility. 

Once  the  planning  priorities  are  established,  the  LDD  will  de- 
termine project  and  program  priorities,  quantified  development  objec- 
tives, and  criteria  for  project  and  program  selection  from  several 
alternative  mixes  of  them.  This  effort  will  then  yield  the  fourth 
element  of  the  AAP  framework — the  multi-year  funding  program  and  the 
first  year  priority  program. 

A method  for  determining  project  and  program  priorities  is  essen- 
tial, especially  for  the  first  year  funding  program.  The  first-year 
priorities,  relate  to  the  achievement  of  the  overall  funding  priori- 


IV- 13 


ties  and  shall  reflect  the  most  urgently  needed  investments  in  the 
areawide  jurisdiction.  The  funding  program  shall  include  a detailed 
schedule  of  areawide  projects  and  programs  over  a multi-year  period 
with  a one-year  priority  program  to  meet  the  immediate  planning  and 
development  objectives  of  the  LDD.  The  length  of  the  multi-year 
program  can  vary  from  two  to  five  years  or  longer  depending  upon  the 
preference  of  the  LDD.  The  arrangement  should  consider  the  length 
of  time  the  State  and  Federal  Administration  will  be  in  office. 
One-Year  and  Multi-Year  Development  Programs 

The  one-year  and  multi-year  funding  programs  require  that  invest- 
ment decisions,  be  made  on  a systematic  basis  to  ensure  that  the  pro- 
per sequence  of  projects  and  programs  are  available  to  solve  problems 
and  to  meet  needs,  goals,  and  objectives.  The  best  sequence  needed 
to  achieve  a specific  development  strategy  will  rarely  flow  as  smooth] 
as  intended.  For  this  reason,  the  multi-year  program  becomes  impor- 
tant during  the  development  process.  The  multi-year  programs  allow 
flexibility  in  the  scheduling  of  projects  and  programs  that  could 
be  funded  and  implemented  in  the  first  year  program  to  be  sub- 
stituted by  subsequent  year  projects. 

Systematic  programming  of  development  in  a multi-year  framework 
has  two  important  advantages : (1)  it  allows  development  to  be 

scheduled  over  a period  of  time,  keyed  to  an  overall  development 
strategy;  and  (2)  it  allows  LDDs  to  influence  the  budget  planning 
and  funding  allocations  of  potential  funding  sources.  Potential 
funding  agencies  can  also  see  how  their  funds  will  be  used  to  promote 
quality  development.  An  effort  like  this  by  LDDs  with  adequate  fin- 
ancial support  and  commitment  from  a variety  of  funding  sources  would 
help  maximize  the  implementation  successes  at  the  local  level. 
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Funding  and  Implementation 

The  final  part  of  the  general  framework  is  the  procurement  of 
multiple  agency  funding  for  projects  and  programs.  By  bringing 
together  a number  of  funding  sources,  the  AAP  enables  the  LDD  to 
make  the  best  use  of  available  funds  and  undertake  as  many  priority 
projects  and  programs  as  possible  that  would  contribute  to  the  dev- 
elopment of  the  area.  This  results  in  a single  process  and  prograiti 
designed  to  meet  the  planning  and  programming  requirements  of  ARC 
and  many  other  funding  agencies.  Although  the  AAP  is  an  integral 
part  of  Appalachian  development  planning  encompassing  all  the  pro- 
jects and  programs  funded  by  ARC,  it  is  not  intended  to  be  limited 
exclusively  to  meeting  Appalachian  funding  requirements.  Rather, 
the  AAP  is  designed  to  meet  the  multiple  requirements  of  agencies 
jointly  funding  projects  and  programs  with  ARC  as  well  as  federal, 
state  and  local  agencies  with  which  the  LDD  is  involved. 

The  AAP  process  provides  the  justification  for  public  expendi- 
tures needed  to  attract  and  retain  economic  development.  In  this 
regard,  the  AAP  may  become  the  single  most  important  method  an  LDD 
has  available  to  influence  the  allocation  and  expenditure  of  funds 
through  local,  State,  ARC,  and  federal  programs.  Bridging  the  gap 
between  planning  and  implementation  will  be  made  possible  by  system- 
atic allocation  and  timing  of  expenditures.  Effective  planning,  pro- 
gramming, and  budgeting  from  the  local  to  the  federal  level  will 
ultimately  increase  the  likelihood  of  successful  implementation. 

The  integrated  funding  approach  embodied  in  the  AAP  results  in 
a single  process  and  a single  document  that  will  assist  the  LDD  obtain 
funds  to  implement  its  program  from  various  federal,  ARC,  State  and 
local  government  agencies.  The  AAP  document  may  need  amendments  from 
time  to  time  to  meet  special  program  requirements  and  guidelines 

from  various  Federal  agencies. 
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The  opportunity  to  develop  a single  planning,  programming,  and 
implementation  process  is  one  of  the  most  tangible  benefits  to  area- 
wide planning  agencies  that  are  involved  with  a variety  of  federal 
grant  assistance  and  funding  programs.  The  AAP  process  facilitates 
such  an  integrated  approach.  It  is  designed  to  be  compatible  with 
the  majority  of  federal  programs  that  each  LDD  is  involved  with. 

For  example,  most  Appalachian  LDDs  are  also  responsible  for  prepara- 
tion of  hud's  Overall  Program  Design  (OPD)  and  EDA's  Overall  Economic 
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Development  Program  (OEDP) . Figure  illustrates  the  compatability 
of  the  AAP,  OEDP,  and  the  OPD.  The  seven  steps  of  the  OEDP  process’*? 
and  the  three  steps  of  the  OPD  are  subsumed  in  the  AAP.  Thus,  the 
LDD  staff  effort  required  is  essentially  the  same  for  doing  the  OPD, 
OEDP,  and  several  other  programs  including  the  Resource  Conservation 
and  Development  Program  (RC&D) . 

At  the  local  level,  the  AAP  document  is  reviewed  and  approved 
by  the  LDD's  Board  of  Directors.  When  the  LDD  has  made  its  basic 
decisions  and  has  established  project  and  program  priorities,  the 
. AP  document  is  then  submitted  to  the  Commonwealth  and  to  appropriate 
federal  agencies.  Under  the  Appalachian  procedure,  all  documents 
and  applications  for  funding  must  pass  through  the  state. 


* The  only  variation  from  the  ten  steps  of  the  AAP  Planning-Pro- 
gramming Phase  is  the  administrative  organization  under  the  OEDP. 
It  requires  LDDs  to:  (1)  list  and  describe  participating  counties 

and  whether  they  are  included  in  the  EDA  redevelopment  area; 

(2)  describe  the  LDDs  organization,  by  laws,  articles  of  incor- 
poration, board  members  et  al.;  and  (3)  describe  the  minority 
representation  and  the  composition  of  the  economic  development 
program  committees.  Also,  what  EDA  calls  framework  for  develop- 
ment, is  the  same  as  step  two — inventory  and  analysis--of  the 
AAP  Process. 


IV- 16 


Figure  IV- 3 


The  AAJ?  and  Program  Con^atihlllty 
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Administrative  Organization 
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SOURCE:  Appalachian  Regional  Commission,  Tne  Conceptual  Framework 

of  the  Areawide  Action  Program,  (Washington,  D.C.:  Appala- 
chian Regional  Commission,  n.d.)f  p.  33. 
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After  the  regional  AAP  is  reviewed  by  the  state,  the  AAP  docu- 
ment including  proposed  projects  and  programs  will  be  submitted  to 
ARC  and  to  many  federal  agencies  for  review  in  light  of  each  agency's 
program  requirements  and  for  ultimate  approval  and  federal  funding. 
After  the  federal  agencies  and  ARC  approve  the  projects  and  programs, 

these  agencies  can  fund  projects  and  programs  in  accordance  with  the 
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resources  they  have  available.  (See  Figure  ) . Funds  will  then 
be  made  available  to  local  applicants  for  implementation  of  the  first 
year  priority  program  of  each  LDD. 

As  a matter  of  policy,  the  Commonwealth  requires  LDDs  to  pre- 
pare an  annually-updated  AAP  document.  Prior  to  June  30,  1978,  and 
prior  to  June  30  for  each  successive  year,  each  LDD  shall  submit 
an  AAP  document  to  the  Commonwealth  which  will  provide  the  basis 
for  annual  project  funding  by  the  Appalachian  Regional  Commission, 
the  Economic  Development  Administration,  and  ultimately  several 
other  related  federal  programs. 

A major  purpose  of  the  requirement  for  an  annual  AAP  document 
is  to  simplify  policies  and  practices  through  improved  coordination 
and  integration  of  federally  assisted  areawide  planning  programs. 

A fundamental  concern  is  the  substantial  savings  in  time,  money  and 
staff  resources  that  will  accrue  to  areawide  planning  organizations 
as  the  result  of  consolidation  of  the  planning  documentation  of 
several  closely-related  areawide  programs  into  a single  AAP  document. 

Federal  interest  in  the  integrated  areawide  planning  program 
approach  was  reaffirmed  in  a memorandum  of  agreement  between  EDA  and 
ARC  indicating  that  the  EDA  would  accept  an  annual  AAP  document  as 
meeting  the  requirement  for  an  OEDP. 
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Figure  IV-4 


The  AAP  Review,  Funding , and  Lrnplementation  Cycle 


SOURCE:  Appalachian  Regional  Commission,  The  Conceptual  Frame- 

work of  the  Areawide  Action  Program,  (Washington,  D.C.: 
Appalachian  Regional  Commission,  n.d.),  p.  29. 
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Planning,  reconnaissance,  and  documentation  responsibilities 
necessary  to  make  an  adequate  assessment  of  regional  needs,  issues, 
potentials,  etc.  are  ongoing  activities  for  all  Pennsylvania  LDDs 
so  that  preparation  of  the  annual  AAP  document  should  not  be  an 
onerous  task. 

As  discussed  previously,  the  AAP  and  the  existing  OEDP  (EDA) 

IV- 3 

and  OPD  (HUD)  frameworks  are  identical.  (See  Figure  ).  The  AAP 
builds  on  the  OEDP  process  by  incorporating  such  things  as  provisions 
for  the  time-phasing  of  investments  and  for  the  promotion  of  Devel- 
opment Opportunities. 
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PROCESSING  SUBSTATE  REGIONAL  INPUT  AT  THE  STATE  LEVEL 


AAP  plan  documents  submitted  to  the  Commonwealth  by  LCDs  will 
be  reviewed  for  consistency  with  the  State's  development  goals  and 
policies  as  expressed  by  the  Governor  in  the  State's  Appalachian 
Development  Plan.  Of  particular  interest  will  be  the  rationale  used 
in  the  AAP  plan  for  relating  LDD  projects  proposed  for  ARC  funding 
to  other  projects  proposed  for  State  and  federal  funding  support. 

State  review  and  analysis  of  the  AAP  documents  will  provide  the 
Commonwealth  with  a better  understanding  of  the  type  and  amount  of 
funding  that  will  be  requested  to  implement  the  AAP.  With  this 
knowledge  specific  recommendations  can  be  made  for  budget  revisions 
in  the  State  program  and  in  State-administered  federal  programs  that 
have  direct  relevance  to  implementing  priority  projects  and  programs 
identified  in  the  AAP,  especially  those  related  to  specific  Develop- 
ment Opportunities  which  have  been  validated  by  the  State. 

The  Governor  and  Department  Secretaries  have  a role  in  influencing 
State  agency  investment  decisions  affecting  priority  projects  in  the 
AAP  documents  and  the  State's  annual  Implementation  Investment  Pro- 
gram. Thus,  as  part  of  the  State-level  review  of  the  District  AAP 
documents,  all  Development  Opportunities  and  large-scale  projects 
which  are  multi-functional  in  nature  will  receive  special  review  by 
the  appropriate  State  agencies  involved  in  funding  or  related  imple- 
mentation work. 

The  State  is  working  to  establish  a coordinative  and  analytic 
mechanism  to  give  special  attention  to  identified  Development  Oppor- 
tunities. Related  to  this  effort  is  a suggested  outline  for  prepara- 
tion of  Development  Opportunity  reports  (see  Exhibit  IV-1). state 
validation  of  Development  Opportunity  reports  submitted  by  LDD's 
will  be  part  of  a systematic  effort  to  develop  a consensus  between 
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Exhibit  IV-1  The  Pennsylvania  Economic  Development 

Program  Outline  of  Basic  Components 

A.  BASIC  ELEMENTS  OF  THE  PROGRAM  PROCESS 

1 . Analysis 

a.  Macro-analysis 

b.  Micro-analysis 

2.  Coordination 

a.  Interdepartmental 

b.  Substate 

c.  Legislative 

d.  Federal/multi-state 

3.  Public  participation 

4.  Input  to  budget  process 

5.  Input  to  policy  formulation  and  Governor's  decision-makinc 

6.  Preparation  of  planning  documents  and  implementation 

program 

B.  BASIC  STEPS  IN  ECONOMIC  AND  DEVELOPMENT  PLANNING  AND 
IMPLEMENTATION 

Planning  Steps 

1.  Identification  of  needs  and  potentials 

2.  Identification  of  goals  and  objectives 

3.  Identification  of  issues  and  opportunities 

Implementation  Steps 

4.  Policy  and  strategy  formulation 

5.  Program  and  project  development 

6.  Prioritization  and  scheduling 

7.  Monitoring  and  evaluation 
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the  State  and  substate  agencies  in  support  of  a specific  series  of 
project  investments,  policy  decisions  or  other  actions  necessary  to 
realize  a given  Development  Opportunity. 

By  the  end  of  the  two-year  AAP  effort,  each  LDD  is  expected 
to  have  developed  the  planning  and  programming  capabilities  necessary 
to  identify  and  help  implement  the  series  of  actions  necessary  to 
realize  D.O.'s  on  a continuing  basis.  As  a minimum,  eacn  LDD  should 
have  at  least  one  State-validated  D.O.  ready  for  inclusion  in  rheir 
AAP  document  and  in  the  State  Development  Plan  no  later  than  June 
30,  1978  and  by  June  30  of  each  successive  year. 

Prior  to  August  1 of  each  year,  each  LDD  shall  submit  a list 
of  projects  recommended  for  Appalachia  funding  to  the  Bureau  of 
Appalachian  Development  according  to  the  format  required  by  the 
Bureau.  All  projects  are  to  be  listed  consecutively  in  rank  order 
of  priority  as  determined  by  each  LDD  Board  of  Directors.  This 
annual  "project  package"  will  provide  the  preliminary  basis  for 
State  review  of  individual  project  proposals. 

After  a review  by  the  Appalachian  Bureau  in  cooperation  with 
the  Office  of  State  Planning  and  Development  (OSPD) , the  Bureau  will 
meet  with  each  LDD  to  discuss  the  project  package.  Following 
consultation  with  relevant  federal  and  state  agencies  and  the  provision 
of  needed  supplementary  information  the  State  Annual  Implementing 
Investment  Program  will  be  forwarded  to  ARC-Washington  by  the  Appa- 
lachian Bureau.  Formal  project  applications  will  then  be  completed 

by  each  District  and  project  sponsors  prior  to  March  1 of  that  fis- 

IV-1 

cal  year.  Table  summarizes  the  key  milestones  of  the  project 

review  process. 
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TABLE  IV-1  SUMMARY  OF  KEY  STATE  MILESTONES 
RELATED  TO  THE  ARC  PROGRAM 


Jan  1 - Beginning  of  District  planning  and  investment  activities 
for  coming  (federal)  fiscal  year 

Mar  1 “ Revisions  or  amendments  made  to  District  Health  Systems 
Statements 


Mar  15-  Deadline  for  submission  of  project  applications  for  cur- 
rent fiscal  year. 

Jun  30-  Deadline  for  submission  of  (or  update  of)  District  Area- 
wide Action  Program  document  i.e.  the  "Regional  Action 
Plan". 

Aug  1 - Preliminary  "project  packages"  due  from  Districts  for 
new  fiscal  year. 

Sep  30-  Pre-application  meetings  between  State  and  Districts  are 
completed. 

Nov  1 - All  revisions  to  District  project  packages  complete 

Nov  15-  State  Development  Plan  and  Annual  Implementing  Investment 
Program  submitted  to  ARC-Washington. 
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SPECIAL  MANAGEMENT  OBJECTIVES 


Experience  has  confirmed  the  wisdom  of  the  Appalachian 
Regional  Commission's  initial  decision  that  two  basic  actions  were 
necessary  to  assist  the  entire  Appalachian  Region  in  its  economic 
development:  first,  provide  investments  needed  for  basic  facilities 

and  programs  not  provided  in  the  past  but  deemed  essential  to  the 
growth  of  the  Region;  and,  second,  create  substate  regional  organi- 
zationsto  allow  maximum  use  of  both  existing  and  new  resources  in 
a continuing  development  effort.  Previous  sections  of  this  plan  have 
dealt  with  this  two-fold  approach  and  its  implications  for  considera- 
tion of  multi-state  regional  development  in  a broader  national  setting. 
In  this  context,  Pennsylvania's  basic  development  strategy  is  to  nelp 
stimulate  innovation  to  achieve  more  balanced  development  and  eco- 
nomic growth.  The  Commonwealth  can  help  accomplish  this  through 

its  influence  over  ARC  investments  in  facilities  and  programs  and 
through  developmeht  of  an  overall  framework  for  managing  economic 
development  resources. 

The  interrelatedness  of  the  two  approaches  previously  discussed 

require  careful  consideration  of  five  special  management  objectives: 

Strengthening  the  joint  federal-multistate , State  and  substate 
decision-making  structure . 

Strengthening  the  Commonwealth  organization  and  capability  for 
the  administration  of  development  programs . 

Encouraging  local  government  investment  and  public  participation 
in  regional  planning  and  development  programs. 

Establishment  of  policies  and  procedures  for  project  monitoring 
and  program  evaluation . 

’ Improved  coordination  and  direction  of  research,  demonstration , 
and  technical  assistance  activities . 

A discussion  of  each  management  objective  follows. 
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Management  Objective : 

To  strengthen  the  joint  federal-multistate , State  and  substate  decision- 

making structure  for  developing  and  gaining  acceptance  for  Appalachian  policies 
and  for  making  public  investment  decisions . 

Through  more  than  a decade  of  experience,  the  Appalachian  Re- 
gional Commission  has  developed  an  intergovernmental  system  for 
multi-functional  planning,  making  joint  decisions,  setting  develop- 
ment priorities,  and  programming  the  investments  needeid  to  implement 
a regional  economic  development  program.  This  system  provides  an 
ongoing  capability  for  relating  available  federal,  state  and  local 
programs  to  changing  conditions  and  to  varying  circumstances  within 
the  13  states.  This  system  provides  a flexible  and  adaptable  insti- 
tution involving  all  levels  of  government.  The  recently  amended  ARC 
legislation  places  new  emphasis  on  the  role  of  the  Governors,  provid 
a clear  statutory  mandate  for  the  Commission's  development  planning 
process  and  gives  a clearer  recognition  to  the  need  for  member  state 
to  iaentify  the  role  of  the  local  development  districts  in  the  progr 

At  the  federal  level,  the  Commission's  success  in  accomplishing 
xts  mission  depends  on  its  ability  to  gain  the  support  of  the 
President  and  the  support  of  federal  agencies  for  joint  and  comple- 
mentary actions  required  to  implement  ARC  policies  and  strategies. 
The  Commonwealth  anticipates  a strengthened  voice  for  the  Commission 
in  the  identification  of  the  implications  and  potential  impacts  of 
proposed  national  policy  on  the  Region.  The  Commonwealth  will  con- 
centrate its  available  staff  resources  on  identifying  crucial  Region 
issues  in  order  to  better  equip  the  federal  cochairman  and  other 
state  Governors  to  support  Commission  policies  within  the  Administra 
tion  and  Congress.  The  Commonwealth  supports  the  Commission  in  its 

efforts  to  promote  cooperation  and  coordination  among  federal  fundin 
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agencies  and  will  assist  in  every  way  possible  to  encourage  broader 
acceptance  among  federal  agencies  for  Commission  strategies  and 
priorities  for  the  Appalachian  Region. 

It  is  essential  that  all  available  federal,  state  and  local 

I 

resources  be  mobilized  in  support  of  the  economic  development  pro- 
gram for  Appalachia.  Although  the  Appalachian  Regional  Development 
Program  provides  for  direct  and  active  participation  of  government, 
a means  must  also  be  found  for  increased  involvement  of  the  private 
sector.  A basic  policy  of  the  Commission  stimulating  private 
investments  through  carefully  planned  public  investments  — 
depends  on  private  sector  involvement  to  produce  a vig- 
orous, diversified  self-sustaining  economy.  The  Commonwealth  will 
work  with  the  Commission  to  encourage  and  facilitate  an  ongoing 
exchange  with  the  private  sector  in  the  development  of  policies  and 
programs.  This  exchange  can  take  place  within  the  framework  of  the 
Appalachian  development  planning  process  and  the  ARC  Regional  poli- 
cies. Other  methods  such  as  joint  ventures,  cooperative  advisory 
groups,  and  mutual  consultation  will  be  explored. 

Management  Objective : 

To  strengthen  the  Commonwealth  organization  and  capability  for  the  2 dmin- 

istration  of  development  programs^. 

The  states*  Governors  play  two  important  roles  as  Commission 
members.  They  participate  in  developing  multi-state  Regional  poli- 
cies and  they  also  tailor  policies  to  their  individual  states  speci- 
fied needs.  To  reinforce  the  impact  of  Appalachian  Commission  funds 
and  policies,  states  must  better  organize  their  Appalachian  program 
internally  so  as  to  make  most  erfective  use  of  agency  pro- 
grams and  resources  within  the  state. 
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Appalachian  development  olanning  in  Pennsylvania  takes  place 
in  the  context  of  an  overall  program  to  improve  economic  develop- 
ment throughout  the  Commonwealth.  This  program  funded  under  sec- 
tion 302 (a)  of  the  Public  Works  and  Economic  Development  Act  of 
1965  is  highly  management-oriented. 

The  organization  and  content  of  this  year's  Appalachian  Devel- 
opment Plan  is  a direct  result  of  needs  assessment  and  policy  analyj 
involving  inter-agency  input  (State  and  substate)  resulting  from 
an  ongoing  effort  spanning  almost  two  years.  The  basic  components 
of  this  overall  economic  development  program  are  shown  in  Table 
One  fundamental  purpose  of  any  State  economic  development 
program  should  be  to  establish  a common  unifying  framework  for  join1 
management  and  problem-solving.  This  common  program  framework 
is  essential  in  organizing  and  coordinating  related  but  disparate 
work  items  or  investment  decisions  directed  toward  the  achievement 
of  common  goals  and  objectives. 

Major  components  of  the  State's  economic  development  program 
are  identified  in  a management  matrix  (FigureIV-5) . The  left  side 
of  the  management  matrix  lists  the  specific  process  elements  which, 
taken  together,  are  thought  to  improve  State  managerial  effectivenei 
Across  the  top  of  the  matrix  are  the  sequential  steps  in  Pennsylvan; 
economic  development  process  and  program.  These  steps  are  identica! 
to  the  process  steps  articulated  by  the  Appalachian  Regional  Com- 
mission (in  AAP's),  the  Economic  Development  Administration  (in  OEDP 
the  Department  of  Housing  and  Urban  Development  (in  OPD's  and  Com- 
munity Development  Programs)  and  by  many  other  related  federal  agen< 

* see  Hartley,  David,  American  Institute  of  Planners,  Washington,  1 
August  1976  An  Economic  Development  Research  Report  fnr  thp 
Economic  Development  Administration,  U.S.  Department  of  Agriculti 
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PLAN  DOCUMENT  AND 
ANNUAL  IMPLEMENTA- 
TION PROGRA-M 


In  each  space  or  "cell"  of  this  management  matrix  a State 
agency  or  an  LDD  could  identify  a specific  work  task  or  product 
considered  to  be  a part  of  a single,  coherent  economic  developmen 
program.  The  Commonwealth  is  currently  using  the  matrix  as  a 
management  tool.  A sample  page  from  the  Commonwealth  matrix  is 
shown  in  Figure  IVr6. 

This  basic  matrix  or  common  framework  idea  is  an  underlying 
concept  behind  the  Planning  Programming  Budgeting  System  (PPBS) . 
All  State  departments  relate  to  a common  set  of  program  objective 
in  preparing  their  annual  budget  reauests  (see  Chapter  H for  a 
discussion  of  the  Commonwealth  PPBS  structure  as  an  aid  to  State 
economic  development  planning.) 

Because  of  severe  budget  constraints,  it  has  become  increasii 
important  for  the  Commonwealth  to  focus  efforts  on  one  key  segmem 
of  the  management  process  that  will  result  in  the  best  allocation 
of  limited  resources.  (Note  the  shaded  segment  of  FigureIV-5) . Tl 
the  near  term  efforts  are  concentrated  on  that  central  part  of  th( 
process  where  planning  is  critically  linked  to  implementation. 

For  example,  by  trying  to  identify  and  help  implement  specific 
multi-functional  Development  Opportunities  it  is  hoped  that  a bet 
understanding  will  emerge  of  what  specific  State  level  actions  can 
help  or  impede  potential  innovative  solutions  to  pressing  problem 

The  matrix  framework  provides  a most  important  explicit  way 
of  linking  State  development  plans,  such  as  this  Appalachian  Pla: 
to  the  substate  development  plans. 

As  a minimum,  the  single  "Action  Plan"  document  developed  as 
a result  of  District  Areawide  Action  Programs  (AAP's)  should  cove 
the  same  basic  "steps"  included  in  the  management  matrix  shown  in 


IV- 30 


Figure  IV-6  PENNSYLVANIA  ECONOMIC  DEVELOPMENT  PHOOKAM 
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Based  upon  the  development  policies  adopted  by  the 
Governor  for  the  State,  specific  public  investment 
strategies  and  criteria  could  be  established  consis- 
tent with  guidelines  of  the  various  State  programs 
and  State -administered  Federal  programs. 

These  State  development  policies,  strategies,  and 
investment  criteria  would  be  considered  by  State  and 
regional  planning  agencies  in  identifying  and  prior- 
itizing investments  related  to  development  opportuni- 
ties for  which  there  is  regional,  Statewide,  or  inter- 
state significance. 

A reporting  procedure  could  be  initiated  that  would 
facilitate  assessments  of  how  proposed  Statewide 
and  regional  development  opportunities  would  impact 
on  the  State  treasury  and  that  would  provide  a miore 
effective  means  for  linking  major  State  investm.ents 
to  development  opportunities.  A standard  form  could 
be  designed  by  OSPD  staff  in  cooperation  with  the 
Budget  Office  and  the  SECTF.  The  form  would  provide 
detailed  informiation  about  the  short-  and  long-range 
objectives,  impacts,  programs,  and  projects  related 
to  a particular  development  opportunity,  and  would 
include  estimated  single-year  and  multi-year  funding 
schedules.  Environmental  regulations  and  other  State 
and  Federal  enactments  restricting  development  also 
would  be  identified  if  they  adversely  affect  key 
projects  linked  to  the  development  opportunity.  The 
information  requested  in  the  standard  form  would  be 
organized  to  conform  to  the  Commonwealth  program,  budget 

categories  and  coding  system. 
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The  standard  form  would  be  submitted  to  the  OSPD 
and  the  SECTF  for  initial  screening  and  review  prior 
to  the  start  of  the  Commonwealth  budget  cycle. 

The  standard  form  information  could  be  evaluated  in 
light  of  State  development  policies,  strategies  and 
investment  criteria.  As  an  interagency  task  force, 
the  SECTF  could  provide  a forum  for  resolving  con- 
flicts that  may  arise  when  a development  opportunity 
(which  may  include  a wide  range  of  programs  and 
projects)  impacts  on  more  than  a single  agency. 
Following  this  evaluation,  each  standard  form  would 
be  transmitted  to  the  Governor  with  recommendations  for 
supporting  the  development  opportunities. 

Final  priority  ranking  would  be  made  by  the  Governor. 
Primary  consideration  would  be  given  to  development 
opportunities  that  are  most  consistent  with  State 
development  policies  and  that,  if  implemented,  could 
contribute  significantly  to  the  accomplishment  of 
priority  objectives. 

High  priority  development  opportunities  would  be  high- 
lighted in  the  Governor's  annual  Program  Policy  Guide- 
lines document  (PPG) . Supplementing  this  would  be 
the  detailed  standard  form  circulated  among  the  various 
Departments  having  State  and  Federal  grant  administra- 
tion responsibilities  that  might  be  instrumental  in 
supporting  priority  development  opportunities. 
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Program  and  budget  directors  within  each  Department 


affected  would  be  authorized  by  the  Department  Sec- 
retary to  make  provisions  in  the  Department's  General 
Budget  Request  and  the  annual  Program  Revision  Request 
(PRR)  for  the  funding  of  programs  and  projects  re- 
lated to  a particular  development  opportunity. 
Preference  also  would  be  given  to  priority  develop- 
ment opportunities  in  the  A-95  Project  Notification 
and  Review  System. 

While  the  above  is  an  over-  simplification  of  a com- 
plex planning-budgetary  process,  such  an  approach  when 
fully  developed  could  provide  support  incentives  for 
seizing  on  development  opportunities  that  would  maxi- 
mize return  on  State  and  Federal  development  dollars. 


'T9  'T</t 
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Mcin.jgcmont  Object!  ve : 


continue  support  and  encourage  local  development  districts  to  ensure 
I ocal  governmental  and  publ ic  participation  in  regional  development  programs . 

From  its  beginning,  the  Commission  has  stressed  the  importance 
of  the  LDDs  as  a means  for  the  active  participation  by  local  gov- 
ernments, citizens  and  the  private  sector  in  the  planning  and  imple- 
mentation of  regional  development  programs.  All  69  Appalachian 
LDDs,  which  cover  the  entire  region,  receive  administrative  grants 
to  help  them  carry  out  their  ARC  program  responsibilities.  The 
districts  carry  on  a wide  and  varying  range  of  activities  in  res- 
ponse to  local  government  needs.  Basic  functions  of  the  districts 
under  the  Appalachian  program  include: 

areawide  development  planning  through  the  preparation 

and  adoption  of  areawide  action  programs  (AAPs)  stating  i 

areawide  development  strategies  and  funding  priorities;  ! 

areawide  coordination  of  planning,  programming  and 
technical  assistance  programs; 

assistance  to  their  member  local  governments  in  under- 
taking joint  projects  and  combining  service  delivery 
systems;  and 

the  provision  of  technical  assistance  to  local  govern- 
ments. 

All  local  development  districts  in  Pennsylvania  have  establishe 
an  areawide  action  program  and  process  which  analyzes  an  area's 
assets  and  problems,  identifies  needs  and  opportunities  and  formu- 
lates development  objectives  and  strategies.  Within  the  framework 
of  Commission  and  state  policies,  the  areawide  action  program  iden- 
tify priorities  and  special  opportunities  for  specific  Commission 
funded  projects  and  activities  at  the  local  level  where  they  have  I 
their  major  impact.  However,  while  the  AAP  has  a special  place  in  I 
the  ARC  planning  process,  it  also  has  a broader  objective.  It  is 
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designed  as  a single  process  for  formulating  areawide  development 
policies  and  programming  investments  by  as  miany  oublic  and  private 
agencies  as  possible.  The  Commonwealth  has  especially  encouraged 
its  LDDs  to  use  the  AAP  as  a major  method  for  identifying  Develoo- 
ment  Opportunities  and  joint  and  areawide  projects  for  funding. 

As  the  LDDs  role  in  the  Appalachian  programi  has  developed  and 
matured,  the  Appalachian  states  have  provided  the  nation's  most 
concentrated  and  comprehensive  demonstration  of  how  substate  dis- 
tricts can  function  in  a coordinating,  planning  and  proarammdng 
capacity  for  development  programs.  The  increasing  involvement  and 
capability  of  the  districts  has  raised  questions  regarding  their 
appropriate  roles  and  responsibilities.  The  basic  issue  has  not 
been  limited  to  the  need  for  districts  to  provide  an  araav/ide  ao- 
proach  to  problems  that  transcend  jurisdictional  boundaries.  The 
issue  also  concerns  the  tyT3e  of  responsibilities  that  such  dis- 
tricts should  assume.  There  is  general  agreement  on  the  need  for 
districts  to  provide  areawide  planning  and  coordination,  and  to 
provide  services  and  technical  assistance  in  response  to  participating 
local  government  needs.  A major  Question  of  controversy  is  the 
extent  to  which  the  development  districts  should  directly  administer 
programs  and  build  projects  and,  if  undertaken,  the  circumstances 
under  which  this  activity  is  desirable  and  appropriate.  The  Common- 
wealth welcomes  comments  and  suggestions  concerning  these  questions 
as  part  of  the  Areawide  Action  Program  process  in  the  LDDs. 

Management  Objective : 

To  develop  a project  monitoring  and  program  evaluation  system  which  will 
assist  in  carrying  out  Appalachian  development  planning  and  programming  bg : 
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Assuring  that  Commission  investments  are  achieving  their 
identified  objectives  in  a timely,  cost-effective  manner;  and 
Assessing  the  Commission' s investments  to  assist  the  j 

Commission  in  its  role  as  a demonstrator  of  new  approaches 
and  an  advocate  for  change  in  the  Region. 

A system  must  be  devised  to  assure  that  Commission  investmei 
achieve  their  identified  objectives  in  a timely  and  cost-ef f ecti\ 
manner.  Furthermore,  in  support  of  the  Commission's  basic  policj 
to  demonstrate  new  approaches  and  to  advocate  for  change,  the  re- 
sults of  the  Commission's  investments  must  be  assessed  to  provid( 
a basis  for  implementing  this  policy.  Therefore,  in  its  program 
evaluation  activities,  the  Commission  and  the  Commonwealth  will ( 
centrate  on  assessing  innovative  activities  in  order  to  validate 
new  technologies  and  service  delivery  systems,  and  to  encourage; 
support  their  use  throuahout  the  Region  and  the  nation.  This 
application  of  evaluation  activities  should  receive  priority.  Ai 
program  evaluation  activities  are  expanded,  they  should  play  an 
even  more  crucial  role  in  decisions  regarding  continuation  and  ri 
finement  of  existing  programs  and  undertaking  of  new  programs. 

The  project  monitoring  activities  are  essential  in  managing 
the  Appalachian  program  and  in  assessing  the  performance  of  indi' 
dual  projects  in  relation  to  the  specific  objectives  for  which  tl 
were  undertaken. 

Management  Objective: 

To  carry  on  a research , technical  assistance  and  demonstration  program 

which  will  clearly  support  and  reinforce  the  Commission' s goal  of  building  a 

foundation  for  a diversified , self-sustaining  economy. 
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The  Commission's  research,  technical  assistance  and  demon- 
stration program  is  an  integral  part  of  its  overall  development 
program  and  is  supportive  of  its  planning,  policy  development  and 
programming  activities.  Under  the  ARC  research  program,  priority 
is  given  to  research,  and  demonstrations  of  regionwide  significance 
and  application,  and  to  the  development  and  support  of  new  program 
areas  and  approaches  which  may  subsequently  be  incorporated  into 
the  Commission’s  regular,  ongoing  activities.  The  Commonwealth 
will  continue  to  give  high  priority  to  this  activity  and  will  try 
to  ensure  that  adequate  funds  are  available  (1)  to  support  research 
and  development  activities  necessary  to  design  and  develoo  new 
and  innovative  program  approaches,  and  (2)  to  support  new  techno- 
logies and  encourage  new  organizational  and  management  approaches 
meeting  the  needs  of  Appalachia. 

State-sponsored  research,  demonstration  and  technical  assis- 
tance projects  will  be  directly  relevant  to  planning,  policy  devel- 
opment and  program  implementation  for  the  Appalachian  program  within 
the  state  and  will  be  directly  related  to  objectives  identified  in 
the  state  development  plan.  An  especially  important  focus  in  this 
area  will  be  State  support  for  such  projects  which  may  further  the 
realization  of  State-validated  Develooment  Opportunities.  In  this 
regard,  the  State  will  make  a special  effort  to  coordinate  the  use 
of  its  discretionary  funds  under  EDA's  304  and  ARC  funding  for 
research,  technical  assistance  and  demonstrations. 

The  state  will  devote  attention  to  encouraging  innovative  demon- 
stration efforts  and  to  assuring  that  the  results,  when  proven  ef- 
fective, are  made .available,  supported  and  encouraged  through  the 
State  and  the  Region, 
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POLICIES  FOR 


APPALACHIAN  DEVELOPMENT 


OVERALL  PROGRAM  POLICIES 


In  order  to  accomplish  its  Appalachian  development  goals,  the 
Commission  has  developed  a number  of  overall  policies  to  ensure  effec- 
tive use  of  its  scarce  resources.  Some  of  these  policies  apply  to  ARC 
program  activities  directly  and  others  provide  the  basis  for  joint  con- 
tribution towards  regional  development  goals  in  Appalachia  by  ARC, 
other  public  agencies  and  the  private  sector. 

The  Appalachian  Regional  Commission  has  a broad  mandate  to  promote 
socio-economic  development  in  Appalachia.  However,  since  it  has  only 
limited  financial  resources  with  which  to  carry  out  this  goal,  ARC  has 
adopted  development  policies  which  encourage  optimal  use  of  available 
funds.  Specifically,  these  policies  call  for  investment  in  selected 
priority  projects  that  have  both  immediate  and  long-range  impacts  on 
regional  development  goals.  These  policies  emphasize:  concentrating 
investments  in  areas  with  potential  for  growth,  and  in  projects  which 
could  serve  clusters  of  people  efficiently;  use  of  Appalachian  funds  to 
leverage  related  state,  local  and  private  investments;  encouraging  cost- 
effective  areawide  and  interstate  development  approaches;  use  of  demon- 
stration projects  and  evaluation  methods  to  encourage  the  adoption  of 
new  and  innovative  approaches;  establishing  regional  development  planning 
and  programming  processes  for  Appalachian  development  analyses;  and 
strengthening  public  sector  capacity  to  participate  in  Appalachia's 
economic  development  processes.  These  policies  have  been  adapted  by  the 
State  to  meet  varying  development  conditions  and  needs  in  Appalachian 
Pennsylvania.  They  have  provided  a guidance  system  for  disbursing 
Appalachian  development  funds  in  Pennsylvania. 


These  policies  have  evolved  out  of  more  than  a decade  of  experience 
in  regional  development.  A number  of  the  policies  are  long-standing 
and  have  proven  their  usefulness  in  contributing  to  ARC  goals.  Others 
are  more  recent  and  all  are  still  evolving.  ARC  continues  to  apply  the 
policies  that  have  proven  effective,  while  developing  the  more  recent 
policies  and  new  policies  as  conditions  dictate.  In  the  period  immedi- 
ately ahead  the  Commonwealth  believes  that  particular  emphasis  should 
be  placed  on  the  following  policies:  demonstrating  and  evaluating  the 
validity  of  new  and  innovative  approaches;  encouraging  areawide  and 
interstate  joint  efforts;  strengthening  ARC’s  planning  and  programming 
role  and,  in  particular,  the  LDD  areawide  action  program;  and ^advocating 
the  adoption  and  implementation  of  the  most  effective  ARC  policies  and 
program  strategies  by  other  federal  and  State  agencies. 

The  policies  of  the  Commission  and  the  related  policies  of  the 

Commonwealth,  which  follow,  presently  guide  the  ARC  program  in 
Pennsylvania. 


Coimnission  and  Commonwealth  Policy  Regarding  Prioritization  of  Projects 

Submitted  for  ARC  Funding 

Comm^66Zon  Pol-iCi/:  TO  MAXIMIZE  THE  IMPACT  OF  LIMITED  PUBLIC  RE- 
SOURCES IN  ORDER  TO  MAINTAIN  AND  EXPAND  APPALACHIA'S  ECONOMIC 
ACTIVITY  BY  CONCENTRATING  SUCH  INVESTMENTS  IN  AREAS  WITH  SIGNIFI- 
CANT EXISTING  OR  POTENTIAL  CAPACITY  TO  FUNCTION  AS  CENTERS  OF 
ACTIVITY,  WHILE  ALSO  EFFICIENTLY  PROVIDING  SUPPORTIVE  HEALTH  AND 
EDUCATION  INVESTMENTS  IN  THESE  OR  OTHER  LOCATIONS  ACCESSIBLE  TO 
CONCENTRATIONS  OF  PEOPLE. 

Concentrating  public  economic  development  investments  in  areas  with 
significant  existing  or  potential  capacity  to  function  as  centers  of 
economic  activity  and  growth  maximizes  the  probable  impact  of  those 
funds  in  two  ways.  First,  it  substantially  increases  the  probability 
of  successfully  maintaining  and  stimulating  increased  economic  activity 
with  fewer  public  investim.ents . Second,  concentration  and  coordination 
of  investments  as  opposed  to  a series  of  dispersed  and  unrelated  in- 
vestments produces  a combined  impact  to  reverse  economic  decline  or 
stimulate  accelerated  growth.  This  policy  has  permitted  each  state  to 
designate  its  own  growth  areas,  within  guidelines  and  subject  to  review, 
.’hich  seem  most  likely  to  be  the  future  centers  of  employment,  popula- 
Lion  and  service  delivery.  To  recognize  certain  unique  situations,  a 
special  growth  area  may  be  identified  and  when  a planned,  related  set 
o£  investments  and  policy  decisions  are  made  to  create  a special  develop- 
ment opportunity  with  unique  growth  potential. 

The  Commission's  human  service  policy  is  complementary  to  the 
growth  area  concentration  approach.  It  permits  investments  in  health 
and  education  which  serve  concentration^s  of  people  in  a cost-effective 
manner  to  be  made  outside  such  areas. 
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The  following  Commonwealth  policies  are  related  to  this  Commission 
policy  and,  as  a group,  provide  the  basis  for  the  prioritization  of 
all  projects  submitted  for  ARC  funding: 


Rtlatzd  CommonM^altk  Vollay: 

It  is  the  policy  of  the  Commonwealth  not  to  use  ARC  funds  to 

support  material  infrastructure  development  investments  in 

locations  without  significant  growth  potential.  ARC  funding 

shall  also  be  used  to  encourage  human  resource  development 

investments  in  urban  core  areas  and  areas  peripheral  to  desig- 

nated growth  areas. 

The  normal  tendency  for  public  and  private  investment  to  con- 
centrate in  the  "central  places"  of  national  economic  growth 
acts  to  reinforce  existing  trends  of  positive  or  negative 
growth.  This  reinforcement  of  existing  growth  trends  can 
cause  severe  problems  of  growth  control  in  central  areas  of 
substate  regional  economies  while  simultaneously  creating  ser- 
ious problems  of  human  resource  or  human  services  loss  in  the 
(rural)  peripheral  areas  as  well  as  the  (urban)  core.* 

In  Pennsylvania,  these  problems  are  severe  and  may  get  worse 
without  policies  designed  to  offset  the  underlying  urban- 
suburban-rural  imbalances.  Pennsylvania’s  Appalachian  Program 
policy  for  project  prioritization  is  based  on  this  policy  need. 
Thus,  the  Commonwealth  has  extended  and  refined  the  basic  ARC 
policy  as  a key  means  of  implementing  its  overall  strategy  for 
balanced  development. 

The  Commonwealth  classifies  all  potential  ARC  project  invest- 
ments into  two  general  categories  according  to  the  type  of 
infrastructure  being  provided  by  the  public  investment.  The 
first  category  called  Human  Resources  Development  covers  the 
ARC  program  areas  related  to  human  infrastructure  development, 
i.e.,  Health,  Child  Development  and  Education.  The  second 
category,  called  Areawide  Development,  covers  all  remaining  ARC 
program  areas  related  to  material  infrastructure  development, 
(e.g. , Enterprise  Development,  Community  Development,  Transpor- 
tation, etc.).  Human  Resources  Development  projects  are 
prioritized  primarily  according  to  the  degree  of  need/  whereas 
Areawide  Development  projects  are  made  primarily  on  the  impact 
and  the  degree  they  help  realize  an  existing  potential  for  new 
growth . 

The  Commonwealth  has  mapped  all  of  its  Appalachian  6ommunities 
(U.S.  Bureau  of  the  Census  county  subdivision  called  Minor 
Civil  Divisions)  in  clusters  known  as  Economic  Activity  Areas 
(EAA's) . Each  EAA  represents  an  area  which  is  relatively 
homogenous  according  to  the  socio-economic  characteristics  of 
its  economic  center  (after  which  the  EAA  is  named.)  All  EAA's 


* See,  for  example:  Hansen,  Niles  Rural  Poverty  and  the  Urban 
Crisis , Indiana  University  Press,  1970 
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are  then  categorized*  into  one  of  four  geographic  categories 
according  to  their  estimated  potential  for  future  economic 
growth  (see  Figure  V-1.)  These  categories,  in  order  of  estimated 
growth  potential,  are:  Core  area,  primary  subarea,  secondary 
subarea,  and  hinterland. 

Each  category  has  the  following  general  characteristics: 

Core  area:  Is  an  economic  activity  area  which  consists  of  an 
SMSA  cor^  city  and  environs  that  together  provide  the  focal 
point  of  social  and  economic  activity  within  a substate  region. 

In  the  two  Pennsylvania  Appalachian  districts  that  are  without 
an  SMSA,  the  core  areas  identified  are  regional  centers  of 
commerce  and  trade. 

Primary  subarea:  This  is  a non-core  area  whose  population  has 
grown  steadily  or  declined  only  slightly,  where  unemployment  is 
relatively  low,  and  where  the  labor  force  is  of  a higher  quality. 

Secondary  subarea:  This  is  a non-core  area  uifeually  with  more 
than  10,000  persons,  whose  population  has  declined  by  more  than 
two  percent,  where  unemployment  rates  are  relatively  high  and 
where  the  labor  force  is  of  a lower  quality. 

The  hinterland:  This  consists  of  the  sparsely  populated 

areas  in  Appalachia  Pennsylvania  where  there  is  little, 
if  any,  economic  activity.  Many  of  the  residents  of  this  portion 
suffer  from  extreme  need  for  basic  human  services. 

Revisions  to  the  existing  pattern  of  Economic  Activity  Areas 
shall  be  made  by  mutual  agreement  of  the  Commonwealth,  the  Local 
Development  District,  and  ARC-Washington.  Request  for  revisions 
shall  normally  be  initiated  at  the  local  level,  following  sub- 
mission to  the  Commonwealth  ARC  planning  agency  by  the  LDD  of 
the  rationale  for  the  proposed  revision.  All  E.A.A.  designations 
shall  be  regularly  reviewed  at  five  year  intervals  following 
publication  of  the  new  census  data  for  minor  civil  divisions. 

Rzlatzd  Comma nu}iiaZth  Policy: 

In  addition  to  project  or  program  location.  Commonwealth  invest- 

ment priorities  for  the  ARC  program  shall  be  determined  by  (1) 
consistency  with  Commission,  Commonwealth,  and  District  Policies, 

(2)  estimated  feasibility,  (3)  estimated  overall  impact  and 

timing  of  impact. 

Policy  consistency  - shall  be  defined  as  the  degree  to  which  the 
estimated  impact  of  the  project  or  program  satisfies  specified 
policy  statements  included  in  the  Appalachian  Regional  Commission 
Regional  Plan,  the  Commonwealth  Appalachian  Development  Plan  and 
the  District  Areawide  Action  Program  plan  document. 


* Factors  used  in  determining  economic  activity  areas  (EAA's)  in 
Appalachian  Pennsylvania  are:  (a)  functional  role  of  each  EAA 

in  Pennsylvania's  economy  as  defined  by  its  relative  economic 
importance  and  sphere  of  political  influence  at  the  federal, 
state  and  sub-state  level;  (b)  growth  momentum,  i.e.,  population 
change;  (c)  balance  between  population  and  economic  resources, 
i.e.,  unemployment  rates;  (d)  quality  of  labor  force,  i.e., 
occupational  skills  and  educational  attainment. 
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Figure  V-1  APPALACHIA  PENNSYLVANIA  ECONOMIC  ACTIVITY  AREAS 
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Estimated  feasibility  - shall  be  defined  as  the  estimated 
degree  of  likelihood  of  a project  or  program  being  carried  out 
and  accomplishing  its  estimated  impact  in  a timely  manner. 

Estimated  impact  - shall  be  defined  as  the  estimated  overall 
benefits  as  compared  to  costs.  The  depth  of  discussion  of  the 
scale  of  benefits  and  costs  should  be  commensurate  with  the 
scale  of  change  apparently  associated  with  the  project  or 
program  on  the  communities  and  individuals  in  the  geographic 
location  of  primary  and  secondary  impact.  Small  scale  projects 
may  be  associated  with  a high  degree  of  change  and  vice  versa. 

The  full  range  of  possible  impacts  should,  when  possible, 
include  not  only  socio-economic  impacts  but  also  environmental, 
fiscal,  and  institutional  impacts,  (i.e.,  on  social,  political, 
or  administrative  organizations) . 

Specific  benefits  and  costs  related  to  program  or  project  im- 
pact shall  include  the  following: 

Benefits 

— Benefits  derived  from  impact  on  the  state  goals  and  objectives 

— Benefits  derived  from  impact  on  substate  area  development 
goals  and  objectives 

— Benefits  derived  from  impact  on  key  Appalachian  Regional 
Commission  objectives 

— Direct  economic  benefits  in  impact  area 

— Indirect  or  secondary  benefits  in  impact  area 

— Cumulative  or  joint  benefits  in  impact  area 


Costs 

• — Non-monetary  costs 


Exhibit  V-1  provides  a more  detailed  breakdown  of  the  various 
benefits  and  costs  currently  considered  by  the  Commonwealth  and 
the  Local  Development  Districts  in  evaluating  project  or  program 
impacts. 
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Exhibit  V-1  Outline  of  Types  of  Benefits  and  Costs  Used  in  Evaluating 

Potential  Project  or  Program  Impacts 

I.  BENEFITS 

A.  BENEFITS  DERIVED  FROM  IMPACT  ON  STATE  GOALS  AND  OBJECTIVES 


1.  State  program  goals,  objectives  and  strategies  applicable 
within  ARC  funding  categories  (see  also  the  Pennsylvania 
Program  Budget  and  approved  State  functional  plans) . 

a.  Related  to  State  programs  to  develop  material  infra- 
structure and  resources. 

(1)  Community  Development 

(2)  Enterprise  Development 

(3)  Natural  Resource  Development 

(4)  Transportation  Development 

(5)  Energy  Development 

b.  Related  to  State  programs  to  develop  human  infrastructure 
and  resources. 

(1)  Health 

(2)  Child  Development 

(3)  Education 

c.  Related  to  State  programs  to  develop  institutional  infra- 
structure and  resources 

B.  BENEFITS  DERIVED  FROM  IMPACT  ON  SUBSTATE  AREA  GOALS  AND 
OBJECTIVES 

1.  As  determined  by  the  Local  Development  District  (LDD)  Board 
of  Directors 

2.  As  determined  by  other  community  leaders  and  elected 
officials 

a.  Federal  elected  officials 

b.  State  elected  officials 

c.  County  elected  officials  and  community  leaders 

d.  Urban  area  elected  officials  and  community  leaders 

e.  Other  communities  (elected  officials  and  community 
leaders) 

3.  As  determined  by  the  general  citizenry  of  the  area  (survey 
results,  special  referenda  results,  etc.) 
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C . BENEFITS  DERIVED  FROM  IMPACT  ON  KEY  ARC  OBJECTIVES 

1.  Improvement  of  opportunities  for  employment  on  a continuing 
rather  than  a temporary  basis  (Section  224,  AREA) 

2.  Improvement  of  the  average  level  of  income  (section  224, 
AREA) 

3.  Improvement  of  the  economic  and  social  development  of  the 
region  (Section  224,  AREA) 

4.  Improvement  of  the  standard  of  living  (ARC  Resolution  6) 

5.  Provision  of  the  basic  facilities  needed  for  grov^rh  (Sec- 
tion 2,  Resolution  6) 

6.  Eevelopment  of  the  (Appalachian)  regions' human  resources 
(Resolution  6) 

7.  Fostering  (Appalachia)  regional  productivity  (Section  102 

[2]) 

8.  Eevelopment  of  human,  physical,  and  transportation  resources 
in  such  a way  that  they  will  attract  a diversified,  self- 
sustaining  industrial  base  to  the  (Appalachia)  Region 
(Section  2,  AREA) 

9.  Serves  areas  with  significant  potential  for  future  growth 
(Section  2,  AREA) 

10.  Return  on  the  public  dollars  (Section  2,  AREA) 


E.  EIRECT  ECONOMIC  BENEFITS 

1.  Improvement  in  the  level  of  economic  development 

a.  Key  indicators  collected*  to  be  used  as  a guide  are: 

— Population 
— Median  family  income 

— Percent  of  all  fairdlies  with  income  less  than 
poverty  level 
— Percent  unemployment 

— Percent  of  adult  males  completing  high  school 
— Technological  level  of  industrial  production 
— Industrial-urbanization  level 
— Level  of  industrial  classification 
— Total  highway  mileage  per  square  mile 


* See:  Comparative  study  of  Economic  Eevelopment  in  67  Counties  of 

Pennsylvania , Fichtner,  F.  and  Ou,  Fong  L.,  OSPE,  Harrisburg, 
Pennsylvania  February,  197  3 . 
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2.  Improvement  in  the  rate  of  economic  growth 

a.  Key  indicators  collected*  to  be  used  as  a guide  are: 

— Population  net  shift 

■ — Market  value  of  real  estate,  net  shift 
— Aggregate  personal  income,  net  shift 
~ Value  added  by  manufacture,  net  shift 

E.  INDIRECT  OR  SECONDARY  BENEFITS 

1.  Spillover  economic  effects,  i.e.,  in  terms  of  increased 
employment  and  incomes  in  adjacent  communities. 

2.  Spillover  social  or  fiscal  effects,  i.e.,  in  terms  of 
residents'  environmental,  physical,  and  social  well- 
being or  the  fiscal  well-being  of  the  communities  impacted 
by  the  project. 

3.  Vital  contribution  towards  the  maintenance  of  a viable 
network  of  sub-state  comprehensive  planning  and  develop- 
ment institutions  within  the  state. 

4.  Meeting  well-documented  emergency  needs  within  the  region. 

F.  CUMULATIVE  OR  JOINT  BENEFITS 

1.  Represents  a promising  attempt  at  solving  an  important 
substate  regional  problem  in  a comprehensive  manner. 

2.  Is  directly  supportive  of  a past  economic  development  in- 
vestment with  proven  success  in  achieving  major  regional 
objectives. 

3.  Is  directly  related  to  another  present  project  or  projects 
with  established  feasibility  and  significant  socio-economic 
impact  on  the  region. 

4.  Represents  a key  "leveraging"  step  toward  realizing  a 
region's  development  potential  (or  its  overall  well-being 
needs)  by  triggering  related  future  project  activity. 


II . COSTS 

A.  NON-MONETARY 

1.  Use  of  scarce  entrepreneurial  talent 

2.  Difficulty  in  obtaining  public  support  or  acceptance 

3.  Use  of  scarce  administrative  resources 

4.  Degree  of  blocking  of  other  goals,  objectives,  or  oppor- 
tunities within  the  impacted  region  or  the  State  as  a 
whole . 


*ibid 
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B.  MONETARY  COSTS  (RELATIVE  TO  OVERALL  BENEFITS) 


1.  "Front-end"  costs  to  ARC  program 

2.  Total  ARC  costs 

3.  "Front-end"  costs  to  sponsor (s) 

4.  Total  sponsor  costs 

5.  Total  project  (or  program)  costs 
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R^Zatdd  Comma yiMialth  Votloy: 


All  regional  projects  and  programs  supported  by  ARC  should  help 

implement  the  overall  strategy  for  Appalachia  development  by 

relating  directly  to  the  special  investment  strategies  (by  ARC 

program  area)  listed  in  this  State  plan. 

Chapter  vil  of  this  plan  delineates  special  investment  strategies 
by  ARC  program  area.  These  strategies  are  to  provide  general 
guidance  to  the  Local  Development  Districts  in  terms  of  the 
kinds  of  District  development  strategies  and  investments  pre- 
sently favored  by  the  Commonwealth.  In  an  implementation  sense, 
District  development  strategies  should  be  considered  tactics 
related  to  State  investment  strategies  which,  in  turn,  are 
guided  by  the  overall  Commonwealth  development  strategy.  The 
Appalachia  program  policies  being  outlined  in  this  Chapter  pro- 
vide more  detailed  guidance  to  the  Districts  than  the  general 
guidance  provided  in  the  Chapters  concerning  strategy. 


Rztatdd  Commorn^Jzattk  Potd,cy: 

The  Commonwealth  will  give  special  attention  to  the  identifi- 

cation and  implementation  of  emerging  Development  Opportunities 
throughout  the  Commonwealth. 

The  Commonwealth  is  especially  interested  in  the  new  ARC  Con- 
cept of  Development  Opportunities  (DO's)  identified  in  the  1977 
changes  to  section  200-A  of  the  ARC  Code  and  as  discussed  as 
part  of  the  Areawide  Action  Program  process.  Because  of  the 
potential  value  of  this  concept  as  a focal  point  for  the  stimu- 
lation of  innovative  State  and  sub-state  action  across  many 
functional  and  federal/state  program  areas,  the  Commonwealth 
has  extended  and  refined  the  concept  as  an  integral  part  of  its 
overall  development  strategy  and  development  planning  framework. 
(See  Chapter  IV  for  this  discussion.) 

The  Commonwealth's  working  definition  of  Development  Opportun- 
ities is  derived  from  the  ARC  Code  Section  200-A*. 

A Development  Opportunity  is  a special  situation  which  enables 
translation  of  compatible  state  and  Regional  Planning  Strate- 
gies into  specific  actions.  These  actions  will  represent  a 
feasible  set  of  concentrated  investments,  policy  decisions  or 
other  alternatives  which  would  help  to  realize  certain  poten- 
tials for  development,  and  thereby  alleviate  a serious 
deficiency  in  citizen  or  community  well-being. 


* However,  unlike  S. 200-A,  the  Commonwealth  does  not  recognize 
a generic  distinction  between  D.O.'s  that  are  or  are  not 
located  in  designated  growth  areas.  A situation  with  the 
characteristics  of  a "special  development  opportunity"  (see 
ARC  Code,  S. 200-A)  make  it  promising  whether  or  not  actually 
located  in  a designated  growth  area. 
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Exhibit  V-2  OUTLINE  FOR  DEVELOPMENT  OPPORTUNITY  REPORTS 


The  following  outline  is  proposed  as  a basis  for  the  struc- 
turing of  development  opportunity  reports. 

I.  Summary 

A.  Description  of  the  Development  Opportunity 

B.  Relationship  to  region's  overall  development  strategy 

C.  Detailed  map  of  primary  impact  area  showing  locations 
of  all  proposed  projects  related  to  the  Development 
Opportunity 

D.  Anticipated  pay-off  or  benefit  for  various  levels  of 
investment 

E.  Alternative  or  competing  opportunities  (including  "do- 
nothing"  situation) 

II.  Public  Involvement  and  Local  Effort 

A.  Origins  of  development  opportunity  concept 

B.  Local  planning  effort  and  organizations  involved  in 
development  of  the  Development  Opportunity 

C.  Evidence  of  support  for  the  Development  Opportunity  by 
citizens  residing  in  the  primary  impact  area 

D.  Level  of  local  public  and  private  financial  support 

E.  Local  ability  to  pay 

F.  Federal  and  State  funds  already  committed 

III.  Specific  Projects  and  Programs  Needed  to  Realize  the  Develop- 
ment Opportunity 

A.  Brief  description  of  each  project  and  program  listed  in 
approximate  priority  order 

B.  Estimated  cost  data  for  each  project  and  program  including 
single  year  and  multi-year  funding  schedules 

C.  Possible  funding  sources  for  projects  and  programs  espe- 
cially noting  those  already  funded  in  whole  or  part 

D.  Other  resources  needed  to  be  mobilized 

Iv.  Impact  Analysis  Measured  in  Terms  of  Regional  Goals  and  Objec- 
tives (The  following  is  a suggested  framework  for  systemati- 
cally assessing  the  impact  of  a particular  development  oppor- 
tunity in  relation  to  regional  strategies  and  objectives.  The 
analysis  should  result  in  reasonably  reliable  estimates  of 
social  and  economic  impacts  attributable  to  the  development 
opportunity,  with  emphasis  on  job  creation  and  income  generation 
in  primary  and  secondary  impact  areas.) 

A.  Definition  of  the  Development  Opportunities. 

This  section  relies  on  information  provided  in  steps  B-F 
below.  The  intent  is  to  integrate  the  various  components 
of  a particular  development  opportunity  into  a concise 
statement  that  is  consistent  with  the  following  general 
definition : 
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A Development  Opportunity  is  a special  situation  which 
enables  translation  of  compatible  state  and  regional 
planning  strategies  into  specific  actions.  These  actions 
will  represent  a feasible  set  of  concentrated  investments, 
policy  decisions  or  other  alternatives  which  would  help  to 
realize  certain  potentials  for  development,  and  thereby 
alleviate  a serious  deficiency  in  citizen  or  community 
well-being. 

The  series  of  proposed  actions  should  indicate  how  specific 
governmental  tools  will  be  used  to  aid  in  the  attainment  of 
regional  objectives.  The  regional  objectives  in  turn  will 
be  based  on  regional  needs  defined  as  unrealized  potentials 
or  deficiencies  in  well-being. 

B.  Assessment  of  Existing  Conditions 

This  section  requires  an  identification  and  analysis  of 
major  regional  deficiencies  and  potentials. 

C.  Translation  of  Regional  Objectives  into  Quantified  Objectives 

Regional  objectives  should  be  quantified  such  that  they  can 
be  used  as  a measurement  of  project  performance  in  overcoming 
deficiencies  and  in  achieving  potentials.  Objectives  that 
cannot  be  quantified  should  at  least  be  expressed  in  quali- 
tative terms. 

D.  Listing  of  Government  Development  Tools  (investments,  incen- 
tives or  controls)  Useful  in  Meeting  the  Specific  Objectives 

The  intent  of  this  section  is  to  match  proposed  projects, 
programs  and  other  actions  with  objectives,  thereby  providing 
a rationale  for  implementation. 

E.  Analysis  of  the  Impact  of  the  Proposed  Government  Development 
Tools  on  the  Objectives 

This  section  requires  an  analysis  of  the  rationale  for  the 
proposed  actions.  Major  assumptions  should  be  explicitly 
stated  and  consideration  should  be  given  to  the  time 
phasing  of  government  development  tools  (investments,  incen- 
tives, or  controls).  Estimates  of  direct  project  cost 
should  be  provided. 

F.  Analysis  of  Other  Potential  Socio-economic,  Environmental 
and  Fiscal  Impacts 

This  section  provides  an  overview  of  any  additional  positive 
or  negative  impacts  that  are  anticipated  as  a result  of 
realizing  the  development  opportunity.  It  is  important 
to  suggest  here  possible  ways  in  which  negative  impacts  can 
be  mitigated.  If  possible,  provide  an  estimate  of  fiscal 
impact  in  the  primary  and  secondary  impact  areas. 
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V.  Identification  of  Major  Obstacles  Delaying  or  Impeding 

Implementation  of  the  Development  Opportunity 

A.  Problems  that  should  be  resolved  at  the  local  level 

B.  Problems  that  require  state  or  federal  action 

C.  Problems  that  require  private  sector  involvement  and/or 
action 

VI.  Identification  of  Potential  State  Support  or  Impediments  to 

the  realization  of  the  Development  Opportunity  Based  upon 

State  Capabilities  and  Constraints 

A.  Relationship  of  the  development  opportunity  to  Common- 
wealth economic  development  goals,  and  particularly 
critical  economic  issues  of  coordinating  public  invest- 
ments in  chronically  depressed  areas,  alleviating  hard 
core  unemployment,  and  minimizing  the  disruptive  forces 
of  long-term  structural  shifts  in  the  state's  economic 
base . 

B.  Examination  of  the  applicability  of  existing  state  programs 
on  implementation  of  the  Development  Opportunity's  program 
and  project  package 

C.  Feasibility  of  implementing  the  Development  Opportunity  and 
its  components  in  light  of  current  state  programs,  fiscal 
position  and  the  political  environment 

VII.  Recommended  State  Action  Needed  to  Implement  the  Development 

Opportunity 
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It  is  anticipated  that  this  concept  will  also  play  a growing 
role  in  guiding  Commonwealth  ARC  investments  for  research  and 
development  as  well  as  enterprise  development.  Furthermore, 
the  State  will  ultimately  evaluate  the  relative  success  of 
District  Areawide  Action  Programs  by  the  degree  that  the  AAP ' s 
help  each  District  agency  develop  the  capability  of  identifying 
and  implementing  State  validated  D.O.'s  on  a continuing  basis. 
Each  Local  Development  District  should  have  this  capability 
following  completion  of  the  second  year  of  their  Areawide  Action 
Program  Activities.  At  this  time  each  LDD  should  have  submitted 
to  the  Commonwealth  at  least  one  validated  Development  Oppor- 
tunity Report. 

The  action  of  State  planning  staff  and  two  task  forces  (repre- 
senting key  State  agencies  and  agencies  from  each  of  Pennsylvania 
ten  Uniform  Regions)  has  provided  many  ideas  incorporated  in 
this  ARC  Development  Plan.  This  action  has  resulted  in  a prelim- 
inary outline  for  Development  Opportunity  Reports  to  be  submitted 
to  the  Commonwealth  (see  Exhibit  V^Z)  . Ways  are  currently  being 
explored  to  produce  the  completed  D.O.  Reports  via  joint  State- 
substate  efforts,  with  the  State  being  primarily  responsible  for 
developing  the  last  half  of  the  proposed  outline. 

Work  is  underway  to  develop  a mechanism  to  formally  process  and 
validate  submitted  Development  Opportunity  Reports.  As  proposed, 
a Governor's  Economic  Initiatives  Group  would  be  established  and 
supported  by  staff  funded  under  EDA  S.  302(a).  It  would  provide 
focus  to  the  Development  Opportunity  effort  and  take  the  lead  in 
articulating  the  State-substate  Consensus  concerning  identified 
opportunities.  This  Consensus  would  then  provide  the  basis  for 
coordinated  federal-state-substate  implementation  action.  The 
proposed  steps  in  the  process  are  as  follows: 

— Regional  agency  staff  would  review  existing  projects  in 
the  region,  and  would  consult  with  senior  staff  and  regional 
Board  members  to  identify  and  list  potential  Development  Oppor- 
tunities in  preliminary  form. 

-"  Regional  agency  staff  would  meet  with  other  public  and 
private  organizations  in  the  region  to  exchange  ideas  related 
to  potential  Development  Opportunities,  and  to  further  develop 
and  expand  the  preliminary  list.  Of  special  importance  is  the 
participation  of  staff  in  the  Commonwealth  line  agency  field 
offices . 


— Regional  agencies  would  submit  Development  Opportunity 
reports  to  the  OSPD  in  sketch  form  using  a formal  report  outline 
as  a checklist  for  report  preparation. 

— OSPD  Staff  would  review  sketch  reports  submitted  by 
regional  agencies.  The  review  would  enable:  determination  of 
commonalities  among  Development  Opportunities  submitted;  pro- 
vision of  additional  information  needed  to  complete  the  sketch 
proposal;  and  crude  estimates  of  impacts  and  feasibility. 
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— OSPD  would  return  sketch  reports  to  regions  with  comments. 
Each  region  then  would  be  invited  to  submit  formal  Development 
Opportunity  reports  to  the  Governor's  Economic  Initiatives  Group 
within  60  days.  Technical  assistance  may  be  requested  from 
staff  of  Commonwealth  line  agency  field  offices. 

■ — Regional  agencies  (and  possibly  some  line  agencies) 
would  submit  formal  Development  Opportunity  reports  to  the 
Initiatives  Group.  Following  preliminary  review,  the  Group 
would  schedule  presentations  by  regional  Directors  and  staff 
on  individual  Development  Opportunity  Reports.  The  Initiatives 
Group  would  then  detemine  if  any  additional  information  is 
needed  for  validation.  (See  validation  criteria.  Exhibit  V-3) 

— Following  its  preliminary  validation  of  Development  Oppor- 
tunity reports,  the  Initiatives  Group  would  designate  lead 
agencies  to  coordinate  technical  analysis  studies.  Lead  agencies 
would  assemble  technical  assistance  teams  with  relevant  expertise. 

— Technical  assistance  teams  would  be  responsible  for 
technical  analysis  of  Development  Opportunities  and  would  work 
cooperatively  with  regional  agency  staff  and  with  staff  in 
Commonwealth  line  agency  field  offices  to  ascertain  impacts, 
costs  and  feasibility,  and  to  study  other  decision  variables. 

— - Each  designated  lead  agency  would  then  submit  to  the 
Initiatives  Group  results  of  the  technical  analysis  including 
a proposed  implementation  program  document  for  each  Development 
Opportunity  selected  for  further  analysis.  The  proposed  imple- 
mentation program  would  be  developed  cooperatively  with  the 
regional  agency.  The  final  document  shall  represent  a working 
consensus  of  the  State  and  regional  agencies. 

' — ■ The  Initiatives  Group  would  conduct  a final  review  of 
the  Development  Opportunity  report  and  its  proposed  implementa- 
tion program.  A consolidated  report  would  then  be  submitted  to 
the  Governor  as  the  Initiatives  Group's  formal  recommendation 
for  Executive  action. 

— As  a related  action.  Development  Opportunities  endorsed 
by  the  Governor  would  be  highlighted  in  the  Governor's  annual 
Program  Policy  Guidelines  (PPG)  document. 


Although  this  proposal  is  designed  to  help  coordinate  a 
wide  range  of  federal  and  State  program  actions,  the  role  of  the 
Appalachian  program  would  be  central  to  the  process.  This 
mechanism  would  be  an  especially  timely  complement  to  the 
regional  Areaw'ide  Action  Programs  (to  be  completed  in  the  summer 
of  1978.) 
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ARC  research  and  demonstration  funds  and  EDA  S,  304  techni- 
assistance  would  be  used  to  help  fund  Development 

Opportunity  studies.  A share  of  the  state's  annual  EDA  S.  304 
allocation  can  be  set  aside  for  this  purpose  to  be  used  at  the 
discretion  of  the  Governor's  Initiatives  Group.  Funds  are  also 
being  sought  for  the  design  of  a central  data  and  computer- 
mapping  system.  This  system,  coupled  with  project  monitoring 
and  evaluation  techniques,  would  provide  a basic  tool  for  State 
analysis  of  Development  Opportunities. 

A special  report,  to  be  made  part  of  the  ARC  Development 
Plsn”Of— Record , will  summarize  all  proposed  and  validated 
Development  Opportunities  and  present  their  status  annually. 
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Exhibit  V-3  PROPOSED  CRITERIA  FOR  VALIDATING  DEVELOPMENT  OPPORTUNITIES 


In  recommending  to  the  Governor  that  specific  Development  Oppor- 
tunities be  given  Executive  attention,  the  Economic  Initiatives  Group 
would  review  Development  Opportunity  reports  submitted  by  regional 
planning  and  development  agencies  in  light  of  overall  impact  and  feasi- 
bility and  would  validate  those  Development  Opportunities  which  satisfy 
the  following  basic  criteria: 

Impact  Criteria 

Significant  in  scale  and  related  to  priority  issues  of  special  concern 

to  the  Governor 

Development  Opportunity  reports  should  clearly  indicate  that  the 
series  of  planned  investments  are  designed  to  help  address  priority 
issues  of  special  concern  to  the  Governor.  Of  special  interest  are 
potential  impacts  related  to  the  creation  of  jobs  and  the  generation 
of  new  private  investment  and  increased  personal  incomes.  As  a mini- 
mum, the  economic  impact  should  be  areawide;  that  is,  having  spillover 
benefits  in  a multi-county  area. 

Multi-functional  in  scope  and  the  concern  of  more  than  a single  State 

line  agency 

Development  Opportunity  reports  should  show  how  the  identified 
opportunity  covers  a range  of  interrelated  programs  and  projects  which 
cut  across  functional  lines  or  which  otherwise  require  and  exceptional 
interagency  response  to  assist  implementation. 

The  opportunity  should  be  presented  in  the  broad  context  of  its 
interrelated  economiic,  social,  environmental  and  fiscal  impacts. 

Related  to  an  overall  strategy  for  the  region(s)  directly  impacted  by 

series  of  planned  investments 

Development  Opportunity  reports  should  make  clear  how  the  series 
of  investments  relate  to  overall  (substate)  regional  development 
strategies.  Impacts  should  be  stated,  therefore,  in  terms  of  impact  on 
^'^^gional  objectives,  potentials  and  deficiencies. 

The  report  should  include  an  estimate  of  overall  benefits  in  re- 
lation to  the  total  costs  of  related  projects. 


Feasibility  Criteria 

Demonstrative  of  significant  local  initiatives  and  motivation 

Development  Opportunity  reports  should  show  evidence  of  existing 
or  potential  community  support  and  involvement  in  the  planning  process. 

Of  special  interest  is  the  level  of  public  or  private  financial 
support  for  the  series  of  planned  investments. 
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Probability  of  success 


Development  Opportunity  reports  should  provide  an  estimation  of 
the  probility  of  success  for  implementation  of  the  entire  package  of 
planned  investments.  Of  special  interest  is  such  information  as: 

. Market  feasibility; 

. Evidence  of  some  projects  ready  for  immediate 
implementation ; 

. Prior  commitment  of  State,  federal,  or  local 
project  funds; 

. Benefits  to  be  realized  in  the  short-term; 
that  is,  within  three  years; 

. Evidence  of  past  success  of  similar  ventures. 
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Rdtoitdd  Comma  ntv^alth  Policy: 


Following  the  November  15,  1977  submission  of  this  ARC  Develop- 

ment Plan  to  ARC-Washington ^ all  ARC  planning  and  investment 
responsibilities  will  be  administered  by  the  Pennsylvania  De- 

partment of  Commerce. 

The  Secretary  of  Commerce  is  the  appointed  Governor's  alternate 
to  the  Appalachian  Regional  Commission.  The  Secretary  of  Com- 
merce will  serve  as  the  focal  point  for  communicating  between 
the  Commission,  other  Appalachian  states,  and  the  Commonwealth. 

However,  since  the  Office  of  State  Planning  and  Development  has 
been  charged  by  the  Governor  with  comprehensive  planning  in  the 
Commonwealth,  OSPD  has  had  a major  role  in  the  production  of 
this  new  ARC  Development  Plan.  Building  on  the  decade  of  pro- 
gram experience  of  the  Bureau  of  Appalachian  Development  (in 
Commerce) , this  new  plan  pulls  together  the  recommendations  of 
many  State  and  substate  agencies  involved  in  economic  develop- 
ment planning  throughout  the  Commonwealth. 

In  this  way,  consistency  has  been  ensured  between  Pennsylvania's 
ARC  programi  (as  changed  by  the  March  1977  major  revisions  to 
the  ARC  Code)  and  the  State's  overall  economic  development 
planning  activities  (under  the  EDA  302  (a)  program  admiinistered 
by  OSPD) . 

This  new  ARC  Development  Plan  provides  the  basic  framework  for 
Appalachian  Planning  for  the  remainder  of  the  present  admin- 
istration. It  has  been  designed  to  be  readily  modified  and 
updated  upon  completion  of  District  Areawide  Action  Programs 
(AAP's) . 
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Commission  and  Commonwealth  Policy  Regarding  Innovative. Applications 

of  ARC  Funds 

Comml66ion  PollCLj:  TO  DEMONSTRATE  NEW  AND  INNOVATIVE  APPROACHES 
TO  THE  ECONOMIC  DEVELOPMENT  OF  THE  APPALACHIAN  REGION,  TO  EVALU- 
ATE THE  EFFECTIVENESS  OF  THESE  APPROACHES  AND  TO  ENCOURAGE  THEIR 
USE  AND  ADOPTION, 

Because  of  the  need  to  devise  new  and  innovative  approaches  to 
meeting  Appalachia's  special  problems,  the  original  Appalachian  legis- 
lation emphasized  demonstration  programs.  Under  this  mandate,  ARC  has 
encouraged  and  fostered  such  new  approaches  as  primary  health  care 
service  networks  using  physician  extenders,  job-relevant  vocational 
training  that  makes  maximum  use  of  available  facilities;  mining  area 
restoration  techniques;  and  areawide  rural  education  service  agencies. 
Experience  has  emphasized  the  importance  of  assessing  the  results  of 
these  demonstrations  so  that  the  Commission  can  most  effectively  fulfill 
Its  role  as  a demonstrator  of  new  approaches  and  an  advocate  for  change. 
In  its  program  evaluation  activities,  the  Commission  concentrates  on 
assessing  innovative  activities  as  a means  to  validate  new  technologies 
and  service  delivery  systems  and  to  encourage  and  support  their  use 
throughout  the  Region  and  the  nation.  Furthermore,  once  evaluation 
results  are  available,  particular  attention  must  be  given  to  foster  the 
acceptance  of  the  new  approaches.  This  policy  calls  for  increased  ARC 
advocacy  and  technical  assistance  activities  to  encourage  the  acceptance 
of,  and  to  gain  continued  funding  commitments  that  assure  the  effective 
survival  of  the  new  approaches. 
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U^tatdd  Comma  mvealt.k  Volioy: 


Given  the  importance  of  stimulating  innovation  in  this 

Development  Plan  and  overall  development  strategy^ 

wealth  strongly  endorses~and  supports  this  related 


the  Comjnon- 
Commiiss  ion 


policy.  The  entire  content  of  this  Development  Plan  has  been 


specially  designed  to  foster  the  use  of 


ARC 


ram  dollars  for 


innovative  project  investment  and  decision-making. 

importance,  is  the  refined  use  of  the  ARC  concept 

inent  Opportunities  as  a programmatic  means  to  this  end. 


Of  special 

ept  of  Develop- 
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Commission  and  Commonwealth  Policy  Regarding  Use  of  ARC  Funds  to 

Leverage  Additional  Resources  and  Promote  Joint  Areawide  Efforts 

Commi66ion  Volley:  TO  USE  LIMITED  COMMISSION  FUNDS  TO  LEVERAGE 
ADDITIONAL  RESOURCES  FOR  THE  ECONOMIC  DEVELOPMENT  OF  THE  APPAL- 
ACHIAN REGION  AND  TO  ENCOURAGE  JOINT  AREAWIDE  AND  INTERSTATE 
EFFORTS  WHICH  PRODUCE  ECONOMIES  OF  SCALE  IN  PROVIDING  A HIGHER 

LEVEL  OF  SERVICE  MORE  EFFICIENTLY. 

When  developing  projects  and  making  decisions  regarding  Appalachian 
grant  assistance,  the  Commission  gives  priority  to  strategic  use  of 
Appalachian  funds  which  relate  to  and  draw  in  additional  funding  sources 
to  the  greatest  extent  possible.  This  levering  policy  is  carried  out  in 
a number  of  different  ways.  It  permits  the  Commission  to  provide  funds 
which  are  crucial  to  the  success  of  a project  or  program  while  encourag- 
ing maximum  possible  participation  by  state  and  local  governments  and 
other  funding  agencies.  Special  applications  of  this  approach  include 
joint  funding  with  other  agencies  and  supplementation  of  other  agencies' 
grants  by  providing  part  of  the  nonfederal  matching  shares  as  authorized 
by  tne  Commission's  legislation.  The  LDD's  Areawide  Action  Programs 
(AAP) , encouraged  and  supported  by  the  Commission,  provide  a most 
effective  means  for  identifying  opportunities  to  use  the  leveraging 
approach  by  giving  high  State  priority  to  such  projects.  These  projects 
will  be  incorporated  into  investment  programs  of  the  Commonwealth 
Appalachian  Development  plan.  This  policy  has  been  developed  and 
applied  by  the  Commission  over  the  past  ten  years.  In  the  recent  exten- 
sion legislation.  Congress  has  given  recognition  to  its  importance  by 
providing  that,  to  the  maximum  extent  practicable,  federal  agencies 
shall  take  into  account  Commission  policy,  goals  and  objectives. 
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As  part  of  the  broad  policy  to  obtain  the  greatest  possible  return 
on  its  funds,  the  Commission  encourages  the  most  cost-effective  methods 
of  providing  public  facilities  and  services.  Economies  of  scale  and 
the  most  efficient  use  of  available  resources  and  facilities  can  fre- 
quently be  accomplished  by  developing  areawide,  interstate  and  joint 
approaches  to  projects  and  programs.  Examples  of  this  approach  include 
water  and  sewer  systems,  primary  health  care  delivery  networks,  rural 
transportation  consolidation  or  coordination  of  projects  and  Regional 
Education  Service  Agency  (RESA)  projects.  The  major  interstate  appli- 
cations involve  projects  and  programs  which  are  too  large,  too  complex 
or  too  specialized  to  be  undertaken  by  a single  state;  projects  involv- 
ing several  state  areas  such  as  river  basin  development;  and  projects 
where  economies  of  scale  can  be  realized  through  joint  state  action. 

A special  case  arises  where  a natural  service  area  happens  to 
cross  state  lines  making  interstate  cooperation  necessary  to  provide 
services.  The  joint  construction  and  use  of  specialized  higher 
education  facilities,  interstate  water  supply  projects  and  interstate 
mass  transit  systems  are  examples  of  this  type  of  interstate  project. 
Primary  health  care  networks  and  primary  and  secondary  education  pro- 
grams have  also  been  provided  across  the  state  lines. 

LDDs , RESAs,  health  service  agencies  (HSAs)  and  other  areawide 
agencies  encourage  the  development  of  appropriate  areawide  and  joint 
arrangements  for  the  construction  of  facilities  and  delivery  of  ser- 
vices. The  AAP  provides  a major  method  of  identifying  and  giving  priority 
to  such  approaches.  The  Commonwealth,  assisted  by  the  authority  of  the 
Commission,  will  give  particular  attention  to  the  development  of  appro- 
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priate  interstate  arrangements  where  feasible.  Special  efforts  are 
made  to  work  with  existing  interstate  agencies  to  identify  and  support 
appropriate  interstate  projects.  The  Commonwealth  and  the  Commission 
will  give  high  priority  to  projects  which  make  use  of  areawide  and 
interstate  joint  and  shared  facilities,  services  and  management. 

. Rzlattd  Commo  ncveaZth  PotZcy: 

The  Commonwealth  believes  that  its  policy  of  strong  support 

for  the  identification  and  implementation  of  valid  Develop- 

ment Opportunities  will  considerably  enhance  the  leveraging 

and  scale  impacts  of  its  Appalachian  investments.  Thereby, 

the  Commonwealth  strongly  endorses  and  supports  this  related 

Commission  policy.  To  tne  extent  possible,  the  Commonwealth 

will  closely  coordinate  its  EDA  302(a)  planning  program  as 

part  of  this  policy. 


Coinmission  and  Commonwealth  Policy  Regarding  Intergovernmental  Cooper- 

ation and  Citizen  Participation 

Commt6^<on  PoCiaj:  TO  STRENGTHEN  THE  CAPACITY  OF  FEDERAL,  STATE 

AND  LOCAL  PUBLIC  AND  PRIVATE  INSTITUTIONS  FOR  PROMOTING  AND  SUS- 
TAINING REGIONAL  DEVELOPMENT,  AND  TO  CONTINUE  STRENGTHENING  THE 

DEVELOPMENT  PLANNING  AND  PROGRAMMING  SYSTEM  PROVIDING  A PROCESS’ 

THROUGH  WHICH  ALL  LEVELS  OF  GOVERNMENTS  CAN  PARTtiiPWE  J6INTLY 

IN  DETERMINING  POLICIES  AND  PRIORITIES  OF  PROGRAMMING  FUNDS  TO 

CONTRIBUTE  TO  THE  ECONOMIC  DEVELOPMENT  OF  APPALACHIA. 

In  one  of  its  first  actions,  the  Commission  required  the  states  to 
prepare  Appalachian  Development  Plans  to  identify  the  characteristics 
and  needs  of  their  Appalachian  portions  and,  within  Commission  priori- 
ties, to  develop  strategies  and  priorities  for  the  use  of  Appalachian 
and  other  funds  to  meet  specific  needs  and  contribute  to  overall  eco- 
nomic development.  Subsequently,  the  Commission  added  a requirement 
for  a "project  package"  (or  implementing  investment  program)  which 
identifies  specific  proposed  projects.  As  time  went  on,  Pennsylvania's 
LDDs  became  increasingly  involved  in  helping  to  identify  needs  and, 
more  particularly,  to  identify  priorities  for  specific  projects  and 
programs  to  meet  these  needs.  This  system  thus  combines  sub-state 
planning  and  policy  development  with  the  specific  programming  of 
Appalachian  investments  at  the  state  level.  At  the  Commission  level, 
che  Regional  Plan  will  enunciate  major  ARC  policy.  The  ARC  program 
oudget,  submitted  to  Congress,  will  describe  the  Commission's  proposed 
use  of  funds  in  the  major  program  areas. 

Congress  recognizLed  the  ARC  planning  and  programming  system  in  the 
1975  continuation  legislation  by  providing  a statutory  basis  for  the 
system.  It  gives  special  emphasis  to  the  role  of  the  LDDs  and  to 
Areawide  Action  Programs,  which  provide  a coordinated  planning  and 
programming  activity  at  the  District  level. 
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The  Appalachian program  was  designed  to  explore  two  major  economic 
development  approaches.  First,  several  specific  grant  programs  with 
accompanying  state/federal  authorizations  and  appropriations  were  es- 
tablished to  provide  assistance.  Second,  a new  federal  multistate 
institution  was  established  to  make  decisions  regarding  the  use  of  the 
grant  funds;  to  develop  policies  and  advocate  their  acceptance  and 
application;  to  provide  technical  assistance;  and  in  other  ways,  to 
further  Appalachian  Regional  development.  The  ARC  experience  has 
demonstrated  that  the  Appalachian  Regional  Development  Program  should 
emphasize  institution-building  as  a way  to  realize  its  broad  purposes 
of  promoting  the  Region's  economic  development  and  meeting  its  special 
problems.  This  calls  for  active  involvement  at  all  levels  of  the 
governmental  system.  The  Commission  itself  has  neither  the  fiscal  nor 
the  staff  resources  to  meet  the  goals  of  the  Act  alone.  It  must  depend 
on  acceptance  and  cooperation  by  other  state  and  federal  agencies.  The 
Commission,  therefore,  should  continue  not  only  to  strengthen  its  own 
organization  and  operation  but  also  to  help  federal,  regional,  state 
and  substate  local  agencies  to  respond  to  Appalachian  regional  needs 
and  to  develop  appropriate  policies  and  programs.  Some  of  these  re- 
sponses involve  direct  participation  in  Commission  activities.  Federal 
agencies  directly  administer  Commission  grant  assistance  and  contribute 
to  Commission  policy  development  through  the  federal  co-chairman. 

States  have  a major  role  in  Commission  policy-making  and  in  administer- 
ing the  program  within  their  boundaries,  drawing  upon  and  cooperating 
with  LDD  and  other  local  agencies.  The  LDDs  are  the  link  between  the 
state  and  local  governments.  Finally,  it  is  most  important  to  encourage 
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and  facilitate  private  sector  and  citizen  participation  in  the  process. 
The  State  places  emphasis  on  citizen  participation  as  an  element  in  the 
Areawide  Action  Program  process.  But  the  responsibility  of  involving 
the  citizens  themselves  rests  ultimately  with  the  LDD's. 

LDDs  currently  engaged  in  Areawide  Action  Planning  have  imple- 
mented public  participation  programs  in  the  Pennsylvania  AAP  process 
according  to  procedures  stated  in  each  LDD's  approved  AAP  grant  appli- 
cation . 

Over  the  years,  the  LDDs  in  Pennsylvania  have  provided  substantial 
opportunity  for  citizen  participation  in  the  economic  development  pro- 
cess through  board  membership  of  the  LDD,  through  the  various  functional 
committees  established  by  the  LDD  to  deal  with  local  issues,  through 
regular  public  meetings  held  in  the  LDD,  through  public  opinion  surveys 
conducted  by  the  LDD,  and  through  the  structured  citizen  participation 
programs  of  the  local  service  organizations  and  interest  groups  that 
work  cooperatively  with  the  LDD. 

The  State  will  continue  to  encourage  citizen  participation  at  the 
grass-roots  level  and  will  assist  LDDs  in  implementing  citizen  parti- 
cipation programs  when  requested.  Other  responses  depend  upon  public 
and  private  agencies  accepting  and  applying  policies  and  priorities 
in  their  own  programs  and  activities.  The  Comimonwealth  actively  en- 
courages and  supports  such  efforts  so  that  the  agencies  have  the 
capability  to  contribute  actively  to  Appalachian  development. 
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Rztatiid  Comma  nM^attk  Vot^ic.g: 

As  indicated  by  the  spirit  and  content  of  this  Pennsylvania 

Appalachian  Development  Plan,  the  Commonwealth  strongly  en- 

dorses and  supports  this  Commission  policy. 
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SPECIAL  COMMONWEALTH  POLICIES  RELATED  TO 
INDIVIDUAL  ARC  PROGRAM  AREAS 


Special  Commonwealth  Policies  for  Human  Resources  Development 

(Health,  Child  Development  and  Education) 

The  Commonwealth  recognizes  that  a socially  and  physically 

healthy,  and  skilled  population  is  a vital  precondition  to  the  eco- 
nomic development  and  well-being  of  the  Region.  Currently,  ac- 
cess to  basic  health,  child  development  and  education  services  is 
limited  for  many  Appalachians  as  a result  of  severe  shortages  of 
trained  manpower  and  adequate  facilities;  the  high  unit-cost  of 
serving  dispersed,  rural  populations;  or  the  limited  fiscal  ability 
of  the  State  and  local  governments  to  improve  such  services.  In 
response,  the  human  service  activities  of  the  ARC  program  are  dir- 
ected toward  improving  the  organization,  accessibility  and  delivery 
of  basic  human  services  in  health,  child  development  and  education 
to  better  prepare  Appalachians  to  contribute  to  and  benefit  from 
regional  and  national  economic  development. 

Given  the  magnitude  of  human  service  needs  and  possible  public 

actions  in  the  area,  it  is  especially  critical  for  the  Commonwealth 

1 

to  coordinate  its  efforts  with  other  federal,  state  and  local  or- 
ganizations and  to  concentrate  its  funds  in  ways  that  will  improve 
the  overall  quality,  effectiveness  and  efficiency  of  basic  human 
service  systems.  This  section  presents  the  Commonwealth's  three 
basic  human  service  policies,  followed  by  special  policies  for  the 
program  areas  of  health,  education  and  child  development. 


Basic  Policies  for  Human  Resource  Development.  All  human  resource  develop- 
ment program  activities  shall  be  guided  by  the  following  policies: 

The  ComiTionwealth  will  encourage  and  participate  in 
the  design,  initiation  and  operational  development 

of  viable,  cost-effective  approaches  to  the  delivery 

of  basic  health  and  education  services,  emphasizing 

investments  in  currently  underserved  areas. 
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Priority  in  this  area  will  be  given  to  those  acti- 
vities which  are  most  directly  supportive  of  local 
economic  development.  Wherever  possible,  such  ac- 
tivities and  investments  should  be  located  in  or 
serve  the  needs  of  areas  with  a clearly  identified 
existing  or  potential  capacity  to  function  as  a cen- 
ter for  economic  activity.  However,  because  a sub- 
stantial portion  of  the  population  of  Appalachia 
lives  in  rural,  isolated  areas  with  limited  economic 
potential,  additional  investments  in  health,  child 
development  and  education  may  be  made  outside  cen- 
ters of  economic  activity  provided  that  such  invest- 
ments apparently  serve  concentrations  of  people  in 
a cost-effective  manner. 

To  maximize  the  use  of  scarce  ARC  funding  resources, 
while  helping  to  ensure  the  development  of  lasting 
solutions  to  the  Region's  basic  human  service  needs, 
efforts  will  be  focused  on  the  development  of  ongoing 
service  delivery  organizations  which  will  become 
financially  independent  of  the  Commission  within  a 
three-to-f ive-year  period. 

The  Commonwealth  will  continue  to  encourage  and  sup- 

port development  of  coordinated  federal,  regional, 
state  and  local  approaches  to  planning,  initiating 

and  implementing  human  services. 

The  purpose  of  this  effort  is  to  minimize  the  dupli- 
cation and  fragmentation  of  service  delivery,  to 
ensure  the  full  utilization  of  existing  public  and 
private  resources  available  and  to  help  ensure  the 
development  of  long-run  solutions  to  human  service 
needs.  A major  area  of  ARC  activity  under  this  policy 
is  the  provision  of  technical  assistance  and  the 
direct  support  of  coordinated  human  services  planning 
and  management  at  the  state  and  multi-county  or  area- 
wide level.  At  the  federal  level,  the  Commission 
must  also  be  involved  in  efforts  to  ensure  that  the 
Regional  implications  and  impacts  are  more  fully  taken 
into  consideration  in  determining  federal  policies  and 
regulations,  as  well  as  assisting  in  greater  coordi- 
nation among  federal  agencies  with  respect  to  program 
development  and  implementation. 

In  addition,  the  Commonwealth  will  actively  encourage 
and  support  the  planning,  development  and  initiation 
of  regional  and  areawide  human  service  delivery  net- 
works where  specialization  and  cooperation  among  states 
and  among  localities  is  appropriate  and  cost-effective. 
Experience  has  demonstrated  that  the  provision  of 
human  services  on  a multicounty  or  areawide  basis  fre- 
quently allows  localities  to  achieve  savings  through 
economies  of  scale,  and  consolidated  provision  of 
services  for  improved  quality  of  services.  Examples 
of  ARC-supported  activities  of  this  type  include 
primary  care  networks,  multicounty  emergency  medical 
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service  systems,  regional  education  service  agencies 
(areawide  education  organizations  which  perform  such 
servichs  as  cooperative  purchasing  for  local  school 
districts,  special  education  programs,  teacher  training 
and  education  planning)  and  child  development  centers. 

Areawide  human  services  delivery  networks  are  also 
potentially  effective  in  improving  the  efficiency  of 
delivering  human  services.  The  delivery  networks  can 
decrease  unnecessary  duplication  in  the  provision  of 
highly  specialized  services  and  training,  and  they  can 
allow  states  to  achieve  economies  of  scale  through 
the  combination  of  resources  and  use  of  specialized 
services.  Specific  examples  of  areas  where  such  net- 
works may  be  beneficial  include  secondary  and  tertiary 
health  care,  training  of  specialized  types  of  man- 
power through  institutions  of  higher  education  and  vo- 
cational training,  and  use  of  basic  facilities  and 
services  on  an  interstate  basis,  where  appropriate, 
given  the  pattern  of  population  distribution,  topography, 
transportation  networks,  etc. 

To  facilitate  the  development  of  regional  human  service 
networks,  the  Commonwealth  will  work  with  appropriate 
public  and  private  organizations  to:  identify  specific 
areas  where  regionalization  would  be  beneficial  and 
cost-effective;  design,  develop  and  implement  the  net- 
works identified;  and  assist  in  the  identification  and 
development  of  potential  public  and  private  sources  of 
ongoing  financial  support.  The  latter  will  ensure  the 
continuation  of  networks  when  ARC  support  ends. 

The  Commonwealth  will  actively  encourage  and  support 

efforts  to  develop,  test  and  evaluate  innovative  ap- 

proaches to  the  delivery  of  basic  human  services. 

The  purpose  of  this  effort  is  to  demonstrate  new  approaches  and 
advocate  change.  Specifically,  the  Commonwealth  will 
continue  to  actively  encourage  and  participate  in  the 
operational  development  and  evaluation  of  innovative 
solutions  to  critical  problems  of  human  service  delivery. 

This  will  include  sponsoring  technological  innovations 
and  unconventional  or  new  programmiatic  approaches  to 
provide  traditional  human  services  intended  to  increase 
access  to  the  service  (eg. , adapting  urban-or iented 
approaches  to  a rural  setting) , decreasing  the  unit  cost 
of  service  delivery,  and  delivering  methods  or  services 
which  are  not  currently  reimbursable  from  existing 
federal  and  State  resources. 
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* All  projects  related  to  the  ARC  program  area  of  Human  ; bl 

Resources  Development  which  are  submitted  by  a Local  i 

Development  District  shall  help  implement  the  overall  \ F: 

strategy  for  Appalachian  Development  by  relating  dir-  ■ 

ectly  to  the  special  strategies  (by  ARC  program  area)  s( 

listed  in  Chapteryxi*  Iri  addition,  all  investments 

must  be  made  in  a manner  consistent  with  the  policies 

outlined  in  Chapter  v . il 

' b 

Special  Policies  for  Health.  Since  the  inception  of  the  Appalachian  w 

health  investment  in  the  Commonwealth,  resources  had  been  concen-  c 

trated  in  the  SEDA-COG  (9-G)  through  the  Central  Pennsylvania  Hec  m 
Council  (CPHC) . The  CPHC  served  as  a Health  Demonstration  Agem  C 
(HDA) . The  purpose  of  the  demonstration  was  to  develop  long  Iasi  t 
basic  health  programs  free  of  government  subsidies  and  responsive  f 
to  documented  health  deficiencies.  On  occasion,  investments  were 
made  outside  the  HDA  for  the  development  of  community  owned  and  m 
managed  primary  health  care  centers  (1974  Supplement  to  the  Appa!  j 
Chian  Development  Plan) . t 

In  expanding  beyond  the  HDA,  ARC  Section  202  resources  have  p 
been  made  available  to  local  development  districts  to  initiate  r(  o 
gional  health  development  capacities.  These  goals  were  and  cont:  p 
to  be: 

1.  The  implementation  of  health  development  and  management  H 

capacity  reflecting  and  advocating  sub-state  health  t 

investment  priorities  and  implementation  strategies;  anc  p 

2.  The  provision  of  on-going  technical  assistance  to  com-  f 
munities  with  emphasis  on  the  investment  policies  of  the  a 
Pennsylvania  Appalachian  Development  Office. 

A result  of  the  regional  investments  has  been  the  developmei  1 
of  an  Appalachian  health  systems  statement  for  each  local  develop 
ment  district.  In  turn,  regional  statements  have  been  used  as  tc 
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by  the  Appalachian  Development  Office  to  formulate  Pennsylvania's 
Fiscal  Year  1978  Health  Systems  Statement  to  be  submitted  under 
separate  cover. 

In  completing  this  task,  the  Appalachian  Development  Office 
has  acknowledged  and  concurs  with  those  goals  and  objectives  and 
will  support  regional  priorities  by  including  proposed  project  appli- 
cations in  the  annual  investment  package.  However,  health  invest- 
ments must  be  in  concert  with  the  Appalachian  Regional  Commission 
Code,  regional  Health  Systems  Plans  and  must  reflect  the  most  effec- 
tive utilization  of  the  Commonwealth's  ARC  funds  along  with  other 
federal  and  local  funds. 

The  intent  of  the  Appalachian  Development  Office  is  to  make  maxi- 
mum use  of  other  federal  funds  in  developing  basic  health  care  pro- 
jects. The  Appalachian  Development  Office  will  support  the  coopera- 
tive funding  of  approved  basic  health  care  programs.  Potential  ap- 
plicants must  be  aware  that  where  applicable  the  Appalachian  Devel- 
opment Office  will  attempt  to  secure  other  federal  resources  to  sup- 
port health  program. 

As  an  example,  for  the  primary  center  development,  the  Rural 
Health  Initiative  Program,  National  Health  Service  Corp  Program  and 
the  Health  to  Underserved  Rural  Areas  Program  sponsored  by  the  De- 
partment of  Health,  Bureau  of  Health  Systems  Development  have  in- 
formally agreed  to  simultaneously  invest  resources  in  support  of 
activities  of  primary  health  program  development. 

State  ARC  health  program  activities  shall  be  guided  by 
the  following  policies: 

• ARC  health  program  investment  shall  concentrate  on 

the  development  of  community  owned  and  managed  basic 

health  care  services  and  facilities  in  underserved 
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areas  of  Appalachian  Pennsylvania  in  order  to  provide 

for  the  existence  of  adequate  basic  health  services, 

emphasizing  primary  health  care  centers^  emergency "medi- 

cal service  systems  and  environmental  health  programs; 

ARC  health  program  investment  ^all  concentrate  on  assis- 
ting  the  development  of  programs  that  offer  support  to 

systems  of  preventative  health  care,  emphasizing  health 

manpower  development,  health  education,  manpower  deploy- 

ment and  hom.e  health  programs . 

All  ARC  investment  in  capital  improvement  projects  for 

facilities  development  shall  meet  the  following  minimum 

criteria : 

— Initial  projects  shall  be  eligible  for  a maximum 
of  $75,000  for  the  renovation  of  an  existing  pub- 
lically  owned  facility  to  house  a basic  health 
program.  Where  the  applicant  has  documented  con- 
struction to  be  the  most  cost/effective  method  of 
developing  a facility,  the  project  shall  be  eligible 
for  a maximum  of  $75,000  to  construct. 

— Renovation  and  construction  projects  must  document 
at  least  a 20%  cash  local  match. 

-“Initial  projects  will  be  expected  to  provide  at 
least  a 20%  cash  match. 

All  ARC  investment  in  capital  improvement  projects  for 

equipment  acquisition  shall  be  eligible  to  receive  up 

to  80%  of  the  equipment  costs  providing  that  the  project 

has  documented  a 20%  local  cash  match  and  such  equipment 

has  been  determined  essential  for  the  proper  implemen- 

tation  of  the  project. 

Operating  costs  of  health  projects  shall  be  eligible  for 
ARC  funding,  but  only  for  the  amount  of  the  project's 

actual  operating  deficit.  Such  funding  shall  normally 

not  exceed: 

— 80%  of  the  project's  first-year  total  operating 
cost,  and 

— 60%  of  the  second  year's  and  40%  of  the  third  year's 
total  operating  cost  (as  estimated  on  the  original 
project  application) . 

ARC  funding  health  system  operating  costs  shall  not  ex- 
tend beyond  three  years.  Furthermore,  ARC  funding  shall 
not  cover  the  operating  costs  of  emerging  medical  ser- 

vices  projects. 
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Special  Policies  for  Child  Development . To  develop  a current  and 
realistic  needs  assessment  input  from  the  seven  Local  Development 
Districts  must  be  achieved.  Historically,  the  thrust  of  the  Local 
Development  Districts  has  been  economic  in  nature  with  extra  at- 
tention being  devoted  to  child  development  needs  in  the  respective 
districts.  Also,  the  concept  of  Child  Development  at  the  local 
level  has  been  limited  to  the  establishment  and  maintenance  of  day 
care  and  Head  Start  type  operations,  with  very  little  emphasis 
being  placed  on  programs  that  were  preventative  in  nature. 

To  help  resolve  this  administrative  problem,  periodic  work- 
shops are  planned  to  expose  the  LDD  to  the  various  Child  Development 
Programs  funded  by  ARC.  These  workshops  will  be  coordinated  by  the 
State  ARC  staff  as  well  as  representatives  from  the  various  Appala- 
chian Child  Development  Programs.  Commission  staff  will  also  be 
requested  to  participate  at  these  workshops  in  order  to  disseminate 
information  relative  to  new  or  innovative  projects  being  funded  in 
other  states. 

To  enhance  local  input  from  the  districts  into  the  state  plan- 
ning process,  as  well  as  to  develop  local  initiative,  we  are  in- 
viting a staff  representative  or  Council  member  from  each  of  the 
LDD's  to  be  participating  members  of  the  present  Proposal  Develop- 
ment Committee.  This  subcommittee  will  meet  at  least  bi-monthly 
to  discuss  needs  that  are  surfacing  in  each  area,  the  most  effective 
method  of  satisfying  these  needs,  and  the  potential  sources  of 
funding . 

Presently  four  agencies,  one  in  each  of  the  Pennsylvania  Depart- 
ment of  Welfare  Regions,  are  in  the  process  of  collecting  and  analy- 
zing questionnaires  pertaining  to  consumer  attitudes  regarding 
needs  in  the  areas  of  Child  Development,  Medical  Care  and  Human  Services 
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in  general.  The  results  of  this  survey  will  provide  additional 
local  input  into  the  State  Planning  process. 

' i 

This  coordinative  effort  will  be  effected  during  fiscal  year  i 
'77;  however,  schedule  requirements  for  submission  of  Local  and  - 1 
State  Plans  preclude  any  significant  impact  on  the  establishment 
of  a cohesive  determination  of  service  needs  for  program  developmer 
needs  for  fiscal  year  1978.  The  impact  will  be  most  strongly  felt 
in  fiscal  1979.  ! 

Basic  personnel  training  programs  for  all  ARC  Child  Developmer; 

j 

programs  are  covered  by  individual  program  personnel  policy  and 
procedure  manuals.  However,  State  ARC  staff  coordinates  additional; 
staff  training  during  Site  Reviews  and  Technical  Assistance  progranl 
Program  staff  are  directed  and  encouraged  to  visit  similar  ARC 
funded  programs  to  observe  and  share  ideas.  When  practical,  State 
ARC  draws  program  personnel  to  participate  in  Site  Reviews  or  and 
Technical  Assistance  to  other  programs.  Funds  are  generally  provid] 
for  staff  development,  training  conferences  and  child  development 
conferences. 

During  fiscal  year  1977,  key  personnel  from  all  ARC  funded  pro 
jects  will  attend  the  training  conferences  being  established  for 
LDD  personnel.  These  conferences  will  cover  administrative,  fiscal 
and  programmatic  aspects  of  each  program  and  will  provide  a forum 
for  the  sharing  of  needs,  problems,  and  identification  of  potential 


resources . 


There  exists  a corriprehensive  policy  framework  for  the  con- 
tinuing development  of  the  program.  All  State  ARC  child  development 


program 


activities  are  guided  by  the  following  policies: 

The  first  priority  for  use  of  ARC  Child  Development  funds 

is  the  development  of  prevention  and  early  intervention 

programs  for  children  three  years  of  age  and  under  which 

meet  the  objectives  of  the  Child  Development  Plan  and 

meet  the  needs  of  families  in  underserved  counties  of  the 

State  as  determined  by  statistical  problem-^and  resource 

indicators  listed  in  this  plan. 

ARC  Child  Development  funds  will  be  used  for  other  basic 
children  services  V7hen  the  need  for  those  services  can 

be  documented  by  the  community  and  when  no  other  state, 

local  or  federal  resources  are  available  to  provide  for 

the  need. 

ARC  Child  Development  funds  will  be  used  to  test  or  demon- 
strate programs  and  models  affecting  a problem  of  child 
development  which  has  statewide  signif icanc~^ 


There  must  be  significant  involvement  of  local  public  and 
private  agencies  and  organizations  in  the  development  of 
program  proposals  for  funding  under  the  ARC  child  develop- 
ment program.  When  possible  this  involvement  should  in- 
clude the  local  county  commissioners  or  county  child  caring 
agencies,  the  local  school  district,  and  the  Local  Develop- 
ment District. 

The  ARC  Child  Development  Program  will  be  administered  in 

such  a way  as  to  provide  for  the  earliest  possible  self- 
sufficiency  for  child  development  projects.  The  Child 

Development  Committee  staff  will  provide  assistance  to 

local  projects  and  encourage  and  facilitate  self-sufficiency 

and  will  encourage  the  inclusion  of  provisions  for  charging 

fees  to  support  self-sufficiency. 

Projects  must  be  consistent  with  State/Regional  Health  Plans 
and  meet  the  established  review  requirements. 

Projects  must  be  designed  to  strengthen  family  life  and 

child  rearing  practice  by  having  appropriate  parent  involve- 

ment in  the  daily  operations  of  the  agency,  as  volunteers, 
as  members  of  the  advisory  committees,  or  policy-making 
members  of  their  board. 

Projects  must  be  designed  to  make  full  use  of  other  Federal 

and  non-Federal  resources  and  use,  in  the  planning  process, 

other  existing  ancillary  services  within  the  community  to 

support  LDP  goals. 
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Projects  must  make  provisions  for  an  annual  fiscal  audit 

that  conforms  to  the  standards  established  by  PHEW  and  Al 


Only  those  project  proposals  which  are  consistent  with 

the  objectives  and  policies  identified  in  this  plan  and ■ 

ARC  code  will  be  considered  for  Appalachian  Child  Develo[ 

ment  Program  funding. 


Wf 


Selection  of  projects  which  are  consistent  with  the  plan 

stated  objectives  and  policies  will  be  based  on  the  folh 

criteria: 

(5) * The  project  provides  services  that  improve  access] 
bility  or  organization  of  child  development  ser- 
vices to  meet  a documented  child  development  need 
for  children  3 years  of  age  and  under  in  an  under- 
served county  of  the  state.  Based  on  the  Need  anc 
Problem  Indicators  identified  in  Table  V-1  an  unde 
served  county  will  be  defined  as  follows: 

a)  For  categories  2 and  3 in  Table  V-*l  the  presenc 
of  at  least  three  indicators  in  a category  will 
identify  the  county  as  under-served  for  pro- 
grams providing  services  in  that  category. 

b)  A county  will  also  be  considered  underserved 
when  two  of  the  indicators  in  categories  2 or 

3 of  Table  V-1  are  present  and  one  of  the  indi- 
cators in  category  1 is  present. 


(3)*  The  project  provides  services  to  improve  the  acces 
bility  or  organization  of  child  development  ser- 
vices to  meet  a documented  child  development  need 
for  children  from  four  to  six  years  of  age  in  an 
underserved  county  of  the  State. 

(2)*  The  project  provides  services  that  are  innovative 
or  demonstrative  in  nature  (as  defined  in  Section 
202B-4.2  of  the  ARC  Code)  in  order  to  develop  and 
test  models  that  increase  the  efficiency,  quality 
and  effectiveness  of  child  development  services. 

(1) * The  project  provides  services  to  improve  the 

accessibility  or  organization  of  child  development 
services  to  meet  a documented  child  development 
need  in  a non-underserved  county  of  the  State  and 
no  other  state,  local  or  federal  resources  are 
available  to  provide  for  the  need. 


* Numbers  in  parenthesis  indicate  the  weight  to  be  applied  to  eac 
criterion.  Projects  will  be  given  priority  for  funding  accordJ 
to  overall  rating. 
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Table  V-1  Key  Indicators  of  Need  for  Child  Development  Program 
Services 


The  following  list  of  key  indicators  are  used  by  the  Common- 
wealth to  guide  ARC  project  or ioritization . 

The  indicators  are  organized  into  three  categories: 

1.  General  Indicators 

-“Average  income  of  families  in  poverty  less  than  the 
state  average  for  families  in  poverty. 

--Percentage  of  preschool  children  (0-5)  in  poverty 
greater  than  the  state  average. 

— Unemployment  Rate  greater  than  4%  in  1970. 

2.  Child  Care/Child  Development  Indicators 

— Preschool  of  3 and  4 year  olds  not  enrolled  in 
preschool  programs  greater  than  the  state  average. 

--Percentage  of  5 and  6 year  olds  not  enrolled  in 
preschool  programs  greater  than  the  state  average. 

— Counties  with  no  Head  Start  Program 

--Counties  with  no  Title  XX  Day  Care  Program 

— Percentage  of  working  women  with  preschool  children 
and  husband  not  present  greater  than  the  state  average. 

3.  Child  Health/Nutrition  Indicators 

--Infant  Mortality  rate  above  the  state  average. 

--Neonatal  Mortality  rate  above  the  state  average. 

--Counties  designated  a health  manpower  shortage 
area  (full  or  partial) 

--Percent  of  children  in  housing  lacking  complete 
plumbing  greater  than  the  state  average. 

--Counties  with  no  WIC  sites 

Child  care/child  development  indicators  relate  to  needs  in 
the  areas  of  education  and  cognitive  development,  socialization 
skills,  child  day  care,  parenting  education,  identification  and 
treatment  of  behavioral  and  mental  disorders  in  children,  and 
protective  services  for  children. 
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Child  health/nutrition  indicators  relate  to  needs  in  the 
areas  of  pre  and  postnatal  care  for  mothers  and  infants,  nutri- 
tional, medical  and  dental  services,  including  early  identification 
if  physical  problems,  for  preschool  children  and  their  families. 

The  following  series  of  maps  illustrate  the  condition  of  each 
county  within  Appalachia  relative  to  each  key  indicator#  (Maps  V-1- 
V-13) . 
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AVERAGE  iMCOME  OE  FAMILIES  IN  POVERTY  LESS  THAN 
THE  STATE  AVERAGE  FOR  FAMILIES  IN  POVERTY 


I 
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state  Aids 

Catalog  Number  Program  Name  Legal  Authority  Commonwealth  Administrative  Agenc 
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Donation  Program  Administrative  Services,  Bureau  of  Surplus  Property 

Act  of  1949  (P.L.  152)  as  Surplus  Federal  Property  Division 

amended) 


UNEMPLOYMENT  RATE  HIGHER  THAN  n IN  1970 
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i 
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PERCENTAGE  OF  3 AND  A YEAR  OLDS  NOT  ENROLLED  IN  PRESCHOOL 
PROGRAMS  GREATER  THAN  THE  STATE  AVERAGE 
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PERCENTAGE  OF  5 and  6 YEAR  OLDS  NOT  ENROLLED  IN  SCHOOL  PROGRAMS 

GREATER  THAN  THE  STATE  AVERAGE 
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PENNSYLVANIA  APPALACHIAN  COUNTIES  HAVING  NO  "HEAD  START"  PROGRAM 
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APPALACHI/'N  COUNTIES  OF  PENNSYLVANIA 
NOT  HAVING  TITLE  XX  DAY  CARE  PROGRAMS 
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PERCENTAGE  OF  WORKING  WOMEN  WITH  PRESCHOOL  CHILDREN  AND 
NO  HUSBAND  PRESENT  GREATER  THAN  THE  STATE  AVERAGE 
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PENNSYLVANIA  APPALACHIAN  COUNTIES 
WHERE  INFANT  MORTALITY  RATE  IS  ABOVE  STATE  AVERAGE 
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PENNSYLVANIA  APPALACHIAN  COUNTIES  THAT  HAVE 
NEONATAL  DEATH  RATES  ABOVE  THE  STATE  AVERAGE 
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CRITICAL  HEALTH  MANPOWER  SHORTAGE  AREAS  IN 
APPALACHIAN  COUNTIES  OF  PENNSYLVANIA 
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PERCENTAGE  OF  CHILDREN  IN  HOUSING  LACKING  COMPLETE  PLUMBING 

GREATER  THAN  THE  STATE  AVERAGE 
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PENNSYLVANIA  APPALACHIAN  COUNTIES  THAT  HAVE  NO  W.I.C,  SITES 
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Special  Policies  for  Education.  State  ARC  Education  program  activitij 
will  be  guided  by  the  following  policies: 

In  spending  Appalachian  funds^  the  policy  of  the  Common- 

wealth is  to  make  investments  which  are  directly  suppor- 
tive of  the  State  Goals  for  Vocational  Education  in  Penn; 
sylvania,  as  identified  by  the  Pennsylvania  Department 

of  Education.  The  statement  of  the  State  Board  of  Educa' 

tion  with  respect  to  these  goals  is  as  follows: 

The  State  Board  of  Education  recognizes  the  increasing 
complexity  and  rising  costs  associated  with  providing 
educational  services  for  all  citizens  of  the  Commonwealtl 
It  is  imperative  that:  (1)  accountability  should  continui 
to  be  an  integral  part  of  planning;  (2)  existing  and  pra 
spective  educational  programs  need  to  be  monitored  and 
evaluated;  (3)  unneccessary  duplication  of  programs  and 
out-dated  programs  need  to  be  eliminated;  (4)  educators 
must  justify  their  educational  expenditures  to  the  publii 
and  (5)  representatives  of  all  educational  levels  parti- 
cipate in  determining  the  optimum  delivery  system  for 
meeting  educational  needs  of  the  public. 

• To  provide  a clear  direction  for  vocational  educators,  ti 

State  Board  of  Education  has  adopted  the  following  goals 

to  guide  vocational  education  for  the  next  five  years: 

Goal  one:  Develop,  expand  or  modify  quality  vocational  ed 
cation  so  that  by  1982  every  public  secondary  student  wi 
have  had  the  opportunity  to;  (1)  enter  the  labor  force 
with  a marketable  vocational  skill;  (2)  learn  a useful 
vocational  skill,  or  (3)  acquire  a basic  vocational  skil 
and  continue  at  the  postsecondary  level. 

Goal  two:  Promote  the  expansion,  range  and  diversity  of  ai 
postsecondary  occupational  education  opportunities  to 
facilitate:  (1)  the  entry/reentry  of  persons  into  the 

labor  force  and,  (2)  to  provide  upgrading  or  retraining 
for  persons  already  employed/unemployed. 

Goal  three:  Encourage  alternative  forms  of  vocational/occ 
pational  education  to  broaden  the  options  available  to 
students. 

Goal  four:  Intensify  articulation  efforts  among  elemental 
secondary,  and  post-secondary  of  vocational/occupational 
education  programs. 

Goal  five:  Support  a greater  understanding  of  education/ 
career  options  by  expanding  vocational  guidance,  counsel 
and  job  placement  services  and  providing  occupational  ex| 
iences  for  students.  (In  support  of  this  aspect  of  the 
Strategy,  the  Pennsylvania  Department  of  Education  has 
proposed  to  expand  their  Counselor  Awareness  Program  to 
cover  19  schools.  This  Program  initiated  in  Fiscal 
Year  1975-76  for  the  training  of  personnel  in  ten  speci- 
fic school  areas,  has  been  very  successful. 
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Goal  six:  Foster  a concerted  effort  to  achieve  equal  edu- 

cational opportunities  by  eliminating  sex,  social/ethnic 
and  linguistic  bias,  stereotyping  and  discrimination. 

Goal  seven:  Strengthen  the  development  and  implementation 

of  comprehensively  planned  programs  to  meet  the  needs  of 
and  demands  for  competant  professional  vocational  teachers, 
counselors,  supervisors  and  administrators. 

Goal  eight:  Develop  and  expand  vocational  education  oppor- 
tunities for  the  disadvantaged  and  handicapped. 

While  the  goal  of  constructive  vocational  education  faci- 

lities in  each  of  the  attendance  areas  of  Appalachia  Penn- 
sylvania has  been  met  in  the  Commonwealth,  there  still  are 
a few  areas  where  construction  of  vocational-technical 
schools  must  be  completed.  ARC  funds  shall  be  used  for 

construction  only  in  areas  where  the  need  is  clearly  docu- 

mented. 


ARC  funds  shall  be  used  to  support  expansion  projects  only 

i?ter  It  has  been  determined  that  this  is  the  most  cost 

effective  way  of  providing  the  educational  opportunities 

necessary  to  train  persons  for  nev;  job  opportunities  in  the 

vocations  which  may  be  created  by  new  or  expanded  plant 

locations,  or  by  labor  turnover  in  existing  employment  faci- 

lities. Every  attempt  will  be  made  for  the  most  economic 
utilization  of  the  existing  facilities. 

The  Commonwealth  will  give  priority  to  the  funding  of 
special  training  facilities  or  programs  which  provide  training 

or  retraining  of  workers  needed  by  industries  related  to 

newly  emerging  opportunities  for  development  (eg.  automobile 

production  or  rail,  mining  or  timber  industry  re~vitalization) . 

It  is  the  policy  of  the  Commonwealth  to  judge  the  relative 

merit  of  education  projects  according  to  the  following  criteria. 

number  of  people  trained  or  retrained 

consistency  with  the  growth  area  concept 

overall  impact  of  the  project  on  the  development 
of  the  community 

priority  assigned  by  the  LDD  Board 
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Special  Commonwealth  Policies  for  Community  Development  ■ 

The  term  "community  development"  has  many  implications  and  1; 

W i 

can  be  defined  in  many  ways.  The  substance  of  developing  communi-' 
ties  pervades  the  entire  ARC  program.  On  one  hand  there  are  clear 
central  themes  — such  as  physical  growth,  patterns  of  settlement, 
good  and  bad  use  of  land,  public  and  private  fiscal  flows  and 
creation  of  a multifunctional  infrastructure  — all  providing  or- 
ganizational opportunities  to  exercise  leadership,  management  abi- 
lities and  organizational  skills;  to  apply  technical  and  planning 
expertise;  and  to  build  effective  public  administration  and  fin- 
ancial capabilities.  On  the  other  hand,  many  of  these  same  themes 
are  important  ingredients  in  particular  ARC  program  areas  such  as  > 

j 

enterprise  development  and  human  and  natural  resources.  Policies 
and  programs  for  community  development,  therefore,  are  not  based 
on  an  exclusive  set  of  issues.  They  are,  in  fact,  major  threads 
which  are  woven  into  most  of  the  other  Commonwealth  policy  and  ARC 
program  areas.  Community  development  transcends  the  sum  of  its 
parts  and  provides  ready  opportunities  to  cross-relate  basic  develo 
ment  policies  and  to  collectively  apply  them  to  individual  program 
areas . 

Among  the  challenges  to  be  recognized  is  the  need  to  examine 
within  a single  context  development  planning  and  programming  effort 
in  sparsely  settled  rural  areas,  in  suburban  fringe  areas  and  in 
both  large  and  small  urban  areas.  Development  problems  in  Appalach; 
Pennsylvania  encompass  all  these  types  of  settlement  — in  fact 
solutions  to  these  problems  more  often  than  not  depend  on  complimen- 
tary and  concurrent  actions  taking  place  in  all  types  of  settlement. 
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All  projects  related  to  the  ARC  program  area  of  COMMUNITY 

DEVELOPMENT,  which  are  submitted  by  a Local  Development 

District,  shall  help  implement  the  overall  strategy  for 

Appalachian  Development  by  relating  directly  to  the  special 

strategies  (by  ARC  program  area)  listed  in  Chapter  vtt« 

In  addition,  all  investments  must  be  made  in  a manner 

consistent  with  the  policies  outlined  in  Chapter  y . 

It  is  the  policy  of  the  Commonwealth  to  judge  the  relative 

merit  of  each  project  related  to  ARC  Community  Development 

according  to  the  following  criteria; 

Primary  Criteria: 

” number  of  potential  new  jobs 

- number  of  jobs  retained 

- consistency  with  the  ARC  growth  area  concept 

- prioritization  by  the  LDD  Board 

- documented  need  for  financial  assistance 
Secondary  Criteria: 

“ overall  impact  of  the  project  on  the  development  of 
the  community 

- complementary  to  previous  ARC  and/or  other  community 
development  oriented  investments  in  the  area. 

In  spending  Community  Development  Funds  for  sewer  projects 

the  Commonwealth  will  only  consider  those  projects  which 

have  been  certified  by  the  Pennsylvania  Department  of  Envir- 

onmental Resources  as  eligible  for  EPA  funding.  Within 
this  certified  set  of  projects,  the  Commonwealth  will  con- 

sider only  those  sewer  projects  where  the  greatest  economic 
or  health-related  benefit  is  to  be  gained  and  where  the 

greatest  need  for  financial  assistance  can  be  documented. 

Since  the  ARC  Code  permits  funding  of  sewerage  projects 

which  are  directly  related  to  health  problems  under  Section 

202,  it  is  the  policy  of  the  Commonwealth  to  consider  the 

funding  of  sewer  projects  related  to  environmental  health 

under  Section  202,  provided  that  the  regional  Health  System 

Statements  prepared  for  FY  ' 77  shall  indicate  the  regional 

priority  for  investment  in  projects  which  are  environmental 

health  related. 
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The  Pennsylvania  Department  of  Environmental  Resources 
has  determined  that  the  sewerage  needs  of  Pennsylvania 
communities  can  best  be  dealt  with  through  multi-county, 
regional  solutions.  Therefore,  the  investment  of  Appa- 
lachian program  funds  in  regional  systems  which  serve 
facilities  directly  linked  to  regional  economic  develop- 
ment strategies  is  consistent  with  the  objectives  of  the 
Pennsylvania  Department  of  Environmental  Resources  and 
the  federal  Environmental  Protection  Agency. 

The  Commonwealth  will  give  high  priority  to  those  pro- 

jects related  to  the  provision  of  adequate  water  to  com- 
munities impacted  by  the  resurgence  of  the  coal  industry. 

To  support  the  resurgence  of  the  coal  industry  in  the 
Commonwealth,  it  is  imperative  that  the  necessary  infra- 
structure be  provided  so  that  those  employed  by  the  coal 
industry  have  adequate  housing  and  related  utilities. 

The  Commonwealth  will  give  special  attention  to  water 

projects  in  communities  which  have  experienced  Interstate 

Highway  interchange  development  pressure  due  to  the  com- 

pletion of  sections  of  the  Interstate  and  Appalachian 
Developirient  Highway  Systems. 

The  Pennsylvania  ARC  housing  program  will  seek  to  strengthen 

the  capabilities  of  housing  sponsors  to  develop  and  admin- 

ister housing  for  low  and  moderate  income  families  and 
individuals  in  their  service  areas. 

The  program  has  a dual  purpose j the  administration  of  the 
Appalachian  housing  fund  and  the  development  of  rural  housing 
sponsors  by  the  field  staff.  The  lack  of  capable  and 
willing  local  organizations  prevents  many  communities  from 
securing  housing  through  available  Federal  programs.  One 
of  the  most  important  roles  of  the  Appalachian  housing 
staff  is  the  organization  of  capable  groups  to  sponsor 
needed  housing.  Ongoing  technical  assistance  to  these 
groups  insures  the  continued  support  of  housing  sponsors. 

It  is  expected  that  this  assistance  will  ultimately  result 
in  more  federal  funds  for  housing  development  in  the  Appa- 
lachian region  of  Pennsylvania  which  may  otherwise  not  be 
available . 

Although,  funding  priorities  will  be  established  at  the 
Local  Development  District  level,  the  Commonwealth  hopes 
to  be  able  to  maximize  the  impact  of  the  Appalachian  monies 
by  assisting  in  the  packaging  of  housing  developments  by 
sponsors  throughout  Appalachian  Pennsylvania. 

The  Pennsylvania  Department  of  Community  Affairs,  as  ARC 

contract  administor,  will  coordinate  assistance  to  private 

non-profit  housing  corporations,  limited-dividend  organi- 

zations, non-profit  cooperative  organizations,  and  public 
bodies  seeking  to  develop  or  rehabilitate  housing  for  low 

and  moderate  income  families  and  individuals. 
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The  Department  will  utilize  both  the  central  office  and 
regional  office  staffs  of  the  Bureau  of  Housing  and  Dev- 
elopment to  support  the  staff  assigned  to  deal  directly 
and  specifically  with  the  development  of  housing  under 
the  Appalachian  program.  The  Bureau  will  also  assure  that 
the  State  housing  assistance  funds  presently  administered 
by  the  Bureau  will  be  used  where  possible  to  complement 
the  expenditure  of  Appalachia  monies. 

Although  the  Appalachian  program  is  designed  for  both  ur- 

ban and  rural  areas ^ Commonwealth  emphasis  will  be  in 
rural  areas. 

The  availability  of  three  grant  programs,  coupled  with 
the  technical  assistance  supplied  by  the  DCA  staff,  make 
Appalachia  program  funds  an  integral  part  of  the  State's 
rural  housing  effort. 

Project  planning  loans  cover  80%  of  the  predevelopment 
costs  of  Farmers  Home  Administration  or  HUD  developments. 
These  are  available  as  non-interest  bearing  loans  to  non- 
profit organizations,  public  bodies  or  cooperatives.  Site 
development  grants  cover  high  site  development  costs  through 
a process  of  "writing  off"  costs  to  bring  a project  within 
the  feasibility  requirements  of  the  basic  funding  agencies 
(FmHA  or  HUD) . Technical  assistance  grants  are  available 
for  up  to  100%  of  the  administrative  costs  attendant  to 
the  development  of  a specific  housing  development  or  the 
development  of  housing  in  a given  geographic  service  area. 

The  local  development  districts  (LDP's)  shall  play  a key 

role  in  developing  housing  funding  priorities  for  their 

particular  geographic  areas.  LDP  priority  lists  will  help 

determine  the  State  Appalachia  priorities. 

Pennsylvania  has  traditionally  devoted  approximately  70% 
or  more  than  $2,700,000  of  its  housing  assistance  funds 
annually  to  Appalachian  Pennsylvania.  In  recent  years, 
the  Commonwealth  has  placed  even  greater  emphasis  on  the 
use  of  its  housing  assistance  funds  in  rural  Pennsylvania, 
and  the  availability  of  ARC'S  housing  revolving  funds 
complements  and  enhances  those  efforts. 

In  lieu  of  listing  specific  projects  under  Section  207,  the 
Commonwealth  will  assign  a block  allocation  of  funds  in  the 
three  Section  207  component  areas.  These  areas  are  seed 
money  loans,  site  development  and  off-site  development 
grants,  and  technical  assistance  grants  that  utilize  a 
number  of  funding  sources.  Federal  subsidies  will  be  uti- 
lized to  the  maximum.  The  Department  of  Community  Affairs 
has  a close  working  relationship  with  both  the  Farmers 
Home  Administration  state  office  and  the  Pennsylvania 
Housing  Finance  Agency.  These  agencies  are  prime  sources 
of  construction  and  permanent  financing  for  housing  projects. 
A combination  of  these  and  the  department's  own  housing 
assistance  funds  will  maximize  the  ARC  Section  207  monies 
in  meeting  the  needs  of  the  intended  beneficiaries. 
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Since  the  housing  program  is  based  on  a need-response 

mechanism  every  effort  is  made  to  fund  sponsors  which 

are  seeking  Appalachian  assistance.  Only  those  sponsors 

which  are  specifically  ineligible  for  either  ARC  funding 

or  funding  from  the  basic  agency  are  excluded  from  con- 

sideration . 

The  following  special  criteria  are  used  to  determine  eli- 

gibility for  ARC  funding  of  housing  projects: 

- an  indication  of  eligibility  from  the  funding  agency 
(HUD  or  FmHA  in  the  case  of  project  planning  loans, 
the  availability  of  the  20%  local  share) 

- the  experience  and  performance  record  of  the  sponsor 

- viability  of  the  sponsor’s  board  of  directors  and 
their  commitment  to  the  organization's  goals. 


Special  Commonwealth  Policies  For  Enterprise  Development 

In  the  mixed  but  basically  private  economy  of  the  United  States, 
the  role  of  economic  planning  in  a strict  "planned  economy"  sense 
is  frequently  given  minimal  attention  in  regional  development  pro- 
grams. Any  business  or  industrial  development  programs  which  result 
are  purely  interventionist.  Enterprise  development  must  be  viewed 
in  this  interventionist  sense--it  is  unrealistic  to  view  such  a 
program  as  actually  directing  the  major  structural  changes  in  a 
regional  economy.  Nevertheless,  it  is  a development  activity  which 
can  help  to  realize  the  full  potential  of  local  or  regional  markets, 
fi]l  in  gaps,  or  maintain  important  segments  of  an  economy,  or 
respond  to  significant  national  economic  trends  in  particular  sectors 
or  industries. 

If  it  is  accepted  that  economic  development  is  a key  element 
of  regional  development  and  that  particular  sectors  or  industries 
in  the  economy  require  further  development  based  on  particular  exper- 
tise, one  can  see  that  enterprise  development  activities  involve 
intervention  in  the  existing  market  and  supply  conditions  of  these 
various  economic  sectors  or  industries.  Conventionally,  these  sec- 
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tors  may  be  divided  into:  primary--natural  resource,  secondary — 
industrial,  and  ter tiary--trade  and  services.  Frequently,  the 
tourism  industry  is  treated  individually  in  regional  development 
programs . 

As  outlined  above,  enterprise  development  is  designed  to  prO' 
vide  an  integrated  analysis  of  market  and  supply  conditions  for  p< 
ticular  types  of  enterprises,  ie . , particular  sectors  or  Industrie 
and  then  to  suggest  an  integrated  strategy  to  realize  employment 
and  income  growth  in  these  particular  types  of  enterprises.  Becai 
of  the  direct,  comprehensive  interface  it  establishes  with  the  pri 
vate  sector,  it  provides  an  integrated  delivery  of  not  only  those 
direct  requirements  of  private  firms  which  the  public  sector  is 
authorized  and  often  expected  to  provide,  but  also  those  which  mus 
be  provided  due  to  private  market  failure.  Thus  coordination  of  i 
public  sector  functional  programs  is  possible  through  enterprise 
development  activities,  as  well  as  filling  in  many  gaps  which  othe 
functional  areas,  oriented  to  different  systems,  neglect. 

Beginning  this  fiscal  year,  enterprise  development  is  a new 
program  area  of  the  Pennsylvania  Appalachian  Development  Program. 

As  such,  policies  for  this  area  of  investment  are  still  being  dev- 
eloped. The  following  policy  statements  apply  at  this  time;  addi- 
tional policies  will  be  included  in  the  plan  as  the  program  develop 

Special  Policies  for  Enterprise  Development.  State  program  activitie 
related  to  Enterprise  Development  shall  be  guided  by  the  following 

policies ; 

• All  projects  related  to  the  ARC  program  area  of  Enterprise 

Development  which  are  submitted  by  a Local  Development 

District  shall  implement  the  overall  strategy  for  Appalachi 

Development  by  relating  directly  to  the  special  strategies 

(by  ARC  program  area)  listed  in  Chapter  yil.  In  addition, 

all  investments  must  be  made  in  a manner  consistent  with 

the  policies,  outlined  in  Chapter  V 
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Enterprise  Development  activities  shall  be  used  as  the 

principal  means  of  helping  to  identify  and  realize  speci- 

fic Development  Opportunities  (P.O.'s)  which  may  exist 
throughout  the  Commonwealth  (see  Chapter  ly  ) . 

As  part  of  ARC  Enterprise  Development  investment  activi- 

ties projects  and  programs  supporting  indigenous  arts 
and  crafts  industry  will  be  given  special  consideration. 
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Special  Commonwealth  Policies  for  Natural  Resources  Development  and 


Management 

Few  states  are  as  fortunate  as  Pennsylvania  in  the  abundance, 
diversity,  and  quality  of  its  natural  resources.  Coal,  wood,  water, 
oil  and  gas,  superb  landscapes,  rich  farmlands,  a wealth  of  fish  and 
wildlife,  a historic  and  cultural  heritage  that  earned  it  the  title 
of  the  Bicentennial  State,  abundant  outdoor  recreation  opportunities 
the  Commonwealth  can  boast  of  all  of  these. 

But  our  natural  land  and  water  resources  are  not  without  limit. 
The  demands  of  an  increasingly  urban  society,  the  enormous  appetite 
for  raw  materials  by  high  technology  industries,  energy  needs  --  these 
and  other  demands  press  ever  harder  on  a limited  supply  of  naitural 
resources.  Moreover,  events  of  the  past  decade  have  brought  about  a 
new  public  awareness  of  our  basic  dependence  upon  delicate  ecological 
balances  and  the  proper  operation  of  complex  natural  systems.  Wise 
use  of  natural  resources  is  now  recognized  as  vital  not  only  to  a 
continuous  supply  of  necessary  materials,  but  to  the  very  health  and 
well-being  of  humankind. 

There  is  recognition,  as  well,  of  our  stewardship  obligation  to 
conserve  natural  resources  for  future  generations;  on  May  18,  1971, 

the  voters  of  the  Commonwealth,  by  referendum,  overwhelmingly  approved 
a new  provision  of  the  Constitution  known  as  the  Pennsylvania 
Declaration  of  Environmental  Rights,  (Article  I,  Section  27)  which 
states,  in  part,  that  "The  people  have  a right  to  clear  air,  pure 
water,  and  to  the  preservation  of  the  natural,  scenic,  historic, 
and  aesthetic  values  of  the  environment. " The  public  interest,  once 
largely  limited  to  considerations  of  health  and  safety,  has  clearly 
been  expanded  to  include  basic  environmental  values  as  well. 
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Coal,  wood  and  water  must  be  used,  and  minerals  mined,  to 
provide  jobs  and  fuel  our  economy.  But  landscape  values  must  be 
protected,  wetlands,  wild  and  natural  areas,  and  historic  sites 
guarded  from  incompatible  use,  and  growth  guided  away  from 
environmentally  sensitive  or  hazardous  areas.  A natural  resources 
strategy  for  the  Commonwealth  must  take  into  account  all  these 
needs  and  values.  It  must  weigh  short  term  benefits  against  long 
range  considerations  and  public  needs  against  private  rights. 
Perhaps  most  difficult  of  all,  it  must  provide  a means  for  making 
choices  between  commodities  and  services  that  can  be  calculated  in 
market  terms,  and  natural  environmental  values  not  easily  measured 
in  dollars. 
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Special  Policies  for  Natural  Resource  Development  and  Management.  State 


program  activities  shall  be  guided  by  the  following  policies: 

• All  projects  related  to  the  ARC  program  area  of  Natural 

Resources  which  are  submitted  by  a Local  Development 

District  shall  help  implement  the  overall  strategy  for 

Appalachian  Development  by  relating  directly  to  the  special 

strategy  (by  ARC  program  area)  listed  in  Chapter YljEI.  In 

addition^  all  investments  must  be  made  in  a manner  consis- 

tent with  the  policies  outlined  in  Chapter  ^ . 

• In  investing  Appalachian  funds,  it  is  the  Commonwealth's 

policy  to  be  directly  supportive  of  the  Commonwealth'' s 

Coal  Development  Policy. 

As  stated  in  "Pennsylvania's  Coal,"  prepared  by  the  Gover- 
nor's Energy  Council,  the  Commonwealth's  Coal  Development 

Policy  is: 

"To  promote  sound  and  sustained  growth  in  bituminous 
and  anthracite  production  and  use  in  Pennsylvania  to 
meet  the  increased  long-term  demand  in  a manner  which 
insures:  improved  health  and  safety;  jobs  and  income 
for  miners;  higher  productivity  and  stability  for  the 
industry;  an  assured  adequate  fuel  supply  for  our 
communities,  citizens  and  industries;  meeting  environ- 
mental regulations  and  standards  essential  to  preserve 
the  quality  of  our  air,  water,  fields  and  mountains. 

To  this  end,  the  Governor's  Energy  Council  recommends 
investments  and  actions  be  directed: 

* to  assure  the  availability  and  wise  use  of 
the  manpower,  money,  material  and  machinery 
to  mine,  transport,  and  burn  coal  safely; 

* to  assure  prompt  and  equitable  administration 
of  policies  and  laws  regulating  coal  use; 
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* to  promote  development  and  use  of  improved 
technologies  to  enhance  the  health,  safety, 
and  productivity  of  coal  miners; 

* to  provide  efficient  rail  transportation 
for  coal; 

* to  increase  the  efficiency  of  coal  compustion; 

* to  clean  coal  by  mechanical  and  chemical 
processes ; 

* to  protect  Pennsylvania's  environment; 

* to  promote  national  policies  which  restrict 
the  use  of  petroleum  as  an  energy  source  in 
industry  and  protect  the  development  of  a 
U.S.  coal  industry." 

Appalachian  funding  v/ill  focus  on  support  of  the  following 

specific  action  and  research  related  areas,  as  identified 

the  Governor's  Energy  Council; 

Industrial  Use  of  Coal  - A shift  of  Pennsylvania  industry 
to  coal,  with  demonstration  and  assistance  on  the  availa- 
bility, adaptability,  and  costs  of  equipment,  including  the 
use  of  graded  coal,  stokers,  gasifiers  and  other  coal- 
burning equipment  for  small  and  medium-sized  users;  also, 
promotion  of  the  manufacture  of  such  equipment. 

Primary  Air  Quality  Standards  - Policy  and  regulatory  ac- 
tions encouraging  wide  use  of  mechanical  desulfurization 
of  coal. 

An  SO9  Removal  Strategy  - A technical  committee,  with 
environmentalists,  academic  experts,  engineers  and  utilities 
specialists,  to  advise  DER  and  the  Energy  Council  on  the 
state  of  SO2  scrubbing  technologies. 
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Schedules  for  selection  and  installation  of  SO2  removal..  , 
systems  on  existing  and  new  plants  geared  to  solving,  througl:] 
aggressive  actions,  the  technical  problems  such  as  relia- 
bility, and  solid  waste  disposal  problems  in  various  devel- 
oping processes.  i 

i 

Encouragement  of  demonstrations  and  prototype  plants  of  I 

SO9  removal  processes  which  yield  minimum  solid  waste. 

^ i 

Advanced  Mining  Technologies  - Identification  and  charac-  i 

i 

terization  of  Pennsylvania's  coal  and  coal  reserves  with  ' 

I 

efficient  coal  data  dissemination. 

Coal  Preparation  and  Combustion  - Development  of  coal 
gasification,  liquefaction,  and  synthesis  of  methanol  and 
chemical  feedstocks  from  coal. 

Coal  Related  Environmental  Problems  - Development  of  SO2 
scrubbing  technologies  with  minimal  solid  wastes  or  with 
acceptable  sludge  disposal  systems. 

In  addition  to  the  use  of  its  block  grant  allocation,  the 

Commonwealth  will  endeavor  to  use  all  Commission  research 
funds  available  in  meeting  the  Commonwealth's  coal  and 

energy  research  related  needs. 

For  example,  in  Fiscal  Year  1976,  the  Commonwealth  used 
Research  and  Demonstration  funds  to  support  Phase  I of  the 
Pennsylvania  State  University  Coal  Modeling  project. 

Phase  I consisted  of  the  development  of  a linear  computer 
model  which  is  capable  of  linking  Pennsylvania's  coal  users 
and  their  particular  coal  needs  with  coal  sources  within 
the  Commonwealth.  The  model  is  also  capable  of  determining 
the  most  cost  effective  way  of  transporting  coAl  from  its 
source  to  its  user. 


Phase  II  of  the  pro3ect  has  been  submitted  for  funding 
in  Fiscal  Year  1977.  The  objective  of  this  phase  is  to 
familiarize  potential  users  of  the  model  with  its  capabi- 
lities. Initial  efforts  have  been  made  to  insure  the 
transferability  of  the  model  to  other  Appalachian  states. 

It  is  the  policy  of  the  Comirionwealth  to  judge  the  relative 

merit  of  submitted  mine  fire  and  mine  subsidence  projects 

according  to  the  following  primary  criteria: 

- degree  to  which  the  project  is  aimed  at  alleviating 

an  emergency  situation  which  threatens  life  and  property. 

- overall  impact  of  the  project  on  the  development  of 
the  community. 

- prioritization  of  the  LDD  Board. 

It  is  the  policy  of  the  Commonwealth  to  judge  the  relative 

merit  of  strip  mine  reclamation  and  culm  bank  removal  pro- 
jects according  no  the  following  primary  criteria; 

- a potential  health  hazard 

- overall  impacr  of  the  project  on  the  development 
of  the  community 

- prioritization  of  the  LDD  Board 

- number  of  potential  new  jobs  created. 

There  is  no  longer  funding  available  solely  for  mine 
area  restoration.  Energy,  water,  sewer,  etc.  all  compete 
for  the  block  grant  allocation. 

In  funding  mine  fire  and  mine  subsidence  projects,  the 
Commonwealth  will  give  priority  to  emergency  situations  re- 
sulting from  mine  fire  and  mine  subsidence  which  pose  an 
iiriminent  danger  to  the  life  and  property  of  the  citizens 
of  the  Commionwealth . Furthermore,  in  keeping  with  its  goal 
of  promoting  industrial,  commercial,  residential  and  recre- 
ational development,  strip  mine  reclamation  and  culm  bank 
removal  projects  which  promote  industrial,  commercial,  resi- 
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dential  and  recreational  development  will  also  be  considered. 
With  the  exception  of  emergency  situations,  priority  will 
be  given  to  those  mine  reclamation  and  culm  bank  removal 
projects  which  have  a multi-developmental  impact. 

Every  effort  is  made  to  assess  value  of  real  property 
directly  or  indirectly  affected  by  the  condition  to  be  eli- 
minated. In  addition,  some  attempt  is  made  to  assess  the 
critical  nature  of  the  project  beyond  a cost/benefit  justi- 
fication. 

Acid-mine  drainage  pro;jects  shall  be  funded  according  to 

the  existing  State  policy  of  supporting  source  correction 

measures  first  and  treatment  measures  only  as  a last  resort. 

Overall,  the  State  is  striving  to  return  to  public  usage 
the  maximum  number  of  stream  miles  that  the  State  program 
will  allow.  The  Commonwealth  does  not  anticipate  complete 
cleanup  in  the  immediate  future  of  the  severely  polluted 
streams  or  main  stems  of  the  major  rivers  in  Pennsylvania. 
However,  cleanup  of  portions  of  watersheds  within  the  coal 
measures  is  foreseeable.  DER  is  coordinating  the  program 
with  the  Pennsylvania  Fish  Commission  to  determine  areas 
of  need  for  fisheries  within  the  State,  and  is  striving  to 
coordinate  and  accelerate  programs  on  streams  where  indus- 
trial and  municipal  sewage  problems  are  being  corrected. 

Additionally,  it  is  trying  to  protect  and  improve  the 
water  quality  in  reservoirs,  both  for  water  supply  and 

recreation,  which  are  presently  polluted  by  acid  mine 
drainage.  The  program  will  also  improve  those  watersheds 
affected  by  mine  drainage  which  are  being  considered  under 
both  the  Federal  Wild  and  Scenic  Rivers  Act  and  the  Pennsyl- 
vania Wild  and  Scenic  Rivers  Act. 
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Therefore,  this  program  establishes  some  general  guide- 
lines so  that  rhe  benefits  derived  will  be  maximized.  The 
major  goal  is  to  clean  up  the  maximum  number  of  stream 
miles  and  return  them  to  public  usage.  In  con3unction  with 
this  goal,  DER  reviews  projects  from  a cost-per-pound-of- 
abatement  standpoint.  In  addition,  it  takes  into  considera- 
tion and  gives  priority  to  projects  aimed  at  alleviating 
pollution  problems  which  affect  public  water  supply  and 
recreational  facilities. 

Special  Commonwealth  Policies  for  Transportation  Development 

The  key  to  an  accelerated  rate  of  economic  growth  involves  the 
movement  of  people  and  goods  within,  to  and  from  the  Appalachian 
region.  The  Appalachian  Developm.ent  Highway  System  is  the  Conmission 
top  priority.  Building  only  highways,  however,  does  not  serve  all 
the  transportation  needs  of  Appalachia’s  people  and  of  its  great 
natural  resources.  The  Commonwealth's  special  policies  applicable 
to  transportation  projects  are  based  on  other  than  simply  highway 
needs. 


Special  Policies  for  Transportation  Development.  State  program  acti- 
vities shall  be  guided  by  the  following  policies: 

All  projects  related  to  the  ARC  program  area  of  Transpor- 

tation Development,  which  are  submitted  by  a Local  Devel- 
opment District  shall  implement  the  overall  strategy  for 
Appalachian  Development  by  relating  directly  to  the  special 

strategies  (by  ARC  program  area)  listed  in  Chapter^/Il  . 

In  addition,  all  investments  must  be  made  in  a manner  con- 

sistent with  the  policies  outlined  in  Chapter  V 

The  Pennsylvania  State  Transportation  Commission  has  adopted 

revised  priorities  for  the  construction  of  sections  of  the 

Appalachian  Development  Highway  System  within  the  context 

of  the  State's  Twelve-Year  Program.  These  highway  sections 

will  be  constructed  during  the  next  few  years  in  accordance 

with  these  priorities  as  funds  are  made  available. 
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Special  Commonwealth  Policies  for  Energy  Development 

Both  the  Commission  and  the  Commonwealth  recognize  the  impor- 
tance of  an  assured,  economical  fuel  supply.  Producing  areas  need 
assistance  in  meeting  the  special  problems  that  expansion  of  out- 
put can  create.  A wide  distribution  of  the  benefits  of  expanded 
output  along  with  safety  in  extraction  and  efficient  conversion  and 
transportation  of  energy  products  is  necessary.  Conservation  in 
the  use  of  energy  is  encouraged,  as  is  environmentally  sound  energy 
extraction  and  utilities. 

In  the  past,  decisions  about  the  method  and  sequence  of  energy 
extraction  have  been  basically  in  private  hands.  The  principal 
role  of  public  agencies  has  been  to  respond  to  these  initiatives. 
Regulation  and  provision  of  community  services  are  not  the  only 
possible  activities  of  government.  Working  closely  with  the  private 
sector  and  with  a full  knowledge  of  energy  production  potential, 
local  and  state  government  can  examine  the  human,  health,  environ- 
mental and  economic  implications  of  alternative  utilization  programs. 
Cooperation  of  this  nature  can  facilitate  the  satisfaction  of  gov- 
ernment requirements;  ease  the  job  of  providing  adequate,  timely 
and  necessary  services;  and  develop  agreements  on  the  future  of  energy 
production  areas  that  are  required  for  planning  long-term  develop- 
ment. Critical  information  and  cooperation  should  come  from  efforts 
to  assess  the  impact  of  energy  research  and  development,  examination 
of  barriers  to  technological  change,  analysis  of  development  oppor- 
tunities for  smaller  energy  enterprises,  and  inclusion  of  energy 
development  and  environmental  health  considerations  in  regional  Area- 
wide Action  Programs. 


Special  Policies  for  Energy  Development.  State  program  activities 
shall  be  guided  by  the  following  policies: 

All  projects  related  to  the  ARC  program  area  of  Energy 

Development  which  are  submitted  by  a Local  Development 
District  shall  implement  the  overall  strategy  for  Appa- 

lachian Development  by  relating  to  the  special  strategies 
(by  ARC  program  area)  listed  in  Chapter  VII  . In  addition, 
all  investments  must  be  made  in  a manner  consistent  with 
the  policies  outlTned  in  Chapter  V 

* ARC  investments  in  energy  development  projects  and  pro- 
grams shall  be  guided  by  "Energy  for  Pennsylvania:  An 
Action  Plan  for  Energy  Management  in  Pennsylvania" . 

* Appalachian  projects  shall  promote  early  and  wise  use  of 
best  available  technologies  to  assure  health,  comfort, 

and  jobs  for  Pennsylvanians  at  acceptable  environmental 
and  economic  costs.  Whenever  possible,  projects  shall 
promote:  1)  wise  use  and  conservation  of  energy;  2)  ef- 

fective use  of  current  nuclear  and  coal  technologies  and; 
3)  expansion  of  Pennsylvania's  energy  supply  and  distri- 

bution systems. 

Appalachia  projects  shall  promote  vigorous  development  of 

new  clean  energy  options  for  the  80's  through:  1)  effi- 

cient energy  use;  2)  modern  coal  and  nuclear  technology; 

3)  increased  supply  of  domestic  petroleum;  4)  protection 
of  the  environment  and  health. 
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